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GREAT BRITAIN AND 
THE FINANCIAL EARTHQUAKE 


HE need for the National Government and the 

justification of its recent appeal to the electorate both 
lie in the magnitude of the tasks which now face any Govern- 
ment in this country. The nation has shown by its votes 
its recognition of an overriding emergency. The value of 
that demonstration is not easily exaggerated, whether at 
home for its assurance of stability and of a reawakened 
self-respect, or abroad as a challenge to the prophets of 
British decadence and a stimulus to governments and 
peoples caught in the grip of problems not less oppressive 
than our own. The popular verdict is in no way less 
striking because it is a vote not for a policy so much as for 
an attitude of mind. There is, indeed, no evidence that 
the electorate wished to bind its leaders to any set of 
detailed measures for meeting the emergency, and the 
Government is free to approach both the national and 
international aspects of the crisis with no duty imposed 
on it except that of showing courage and energy and an 
unbiased mind. 

It may be useful to sketch the conditions in which the 
new Government will have to work, to indicate the problems 
which are amenable to its action and those which are not, 
to suggest feasons for thinking that certain forms of treat- 
ment are more likely to be efficacious than others. This 
may seem a modest objective, unworthy of a crusading age. 
Yet it involves an investigation, perfunctory perhaps and 


not professional, into the pathology of those diseases which 
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w are preying on the world’s economic organism, and a stud 
o&+hcir effects on our own economic life and of the state of 
general health in which their attack came upon us, I 
will be found that national and international problems are 
in one sense inextricably interwoven and in another sense 
quite distinct. Our national difficulties may be increased 
or diminished by action taken abroad with or without 
our support. On the other hand, there are Measures 
which we in Great Britain, and we alone, can carry through, | 
and which in any conceivable course of international de | 
velopments can only strengthen our position. Indeed, jt _ 
may well appear that the extent of our influence on inter- 
national arrangements must depend largely on the success 
or failure of our efforts to set our own house in order, 
For like any individual or institution or State well known 
to be financially embarrassed, we have lost prestige and ou 
credit is impaired, and in such circumstances no creditor, 
no disinterested observer even, can be persuaded at all 
readily to subordinate his suspicions to a reasoned enquiry 
whether the embarrassment is more than temporary. 
By common consent the first and paramount objective 
of the National Government will be to restore the financial | 
credit of Great Britain. | 


I. Tue Wortp BEFORE 1914 
| ? | SHE world to-day is in the grip of an earthquake, — 


and the complex structure of international credit 1s 

shaken to its foundations. Just as an earthquake in the 
physical world has its origin in profound disturbances of 

the nature of which we have neither complete nor exact 
knowledge, so too an element of doubt, almost of mystery. 
surrounds the economic collapse which we are now witness 

ing. At the best, our analysis must be partial, our judg: 

- ments approximate; our belief that another policy 12 
this or that particular would have changed the face of the | 


world can be little more than a probable speculation. Yet | 
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The World Before 1914 


if the details are blurred, the general outlines are clear. 
Perhaps the most direct clue to an understanding, a£.the 
resent state of the world can be obtained if we look batk 
to the working of the system of international credit béfore 
the war and then turn to consider the conditions in which 
that system has had to operate during the last ten years. 
For three generations before 1914 the world passed 
through a period of peace and growing prosperity. It is 
true that peace was not absolute nor prosperity constant 
or universal. War was always in the background, at intervals 
it held the scene ; the spectres of financial crisis and eco- 
nomic depression were never exorcised. Yet the effects of 
war were kept within bounds, and through all variations 
the curve of prosperity was a rising curve. In spite of every 
lapse from grace the peoples of the world had laid firm 
hold on the truth that the foundation of all wealth is the 
free exchange of goods and services. In laborious days they 
cultivated the arts of peace. Barriers to international trade 
were broken down by the elimination of customs frontiers, 
the decay of private privilege, the improvement of all the 
means of transport and communication. Tariffs, where they 
existed, were moderate ; the Chauvinist was slow to stray 
outside the sphere of politics. The two great creditor 
nations of those days, Great Britain and France, invested 
their favourable balances, steadily, methodically, in the 
newer countries—in their own dominions, in North and 
South America, in Russia, in the Far East. These invest- 
ments were for the most part applied to reproductive 
development—in building the railways of the Argentine 
or of Russia, in port works throughout the world, in the 
irrigation of Egypt, in the mines of the Witwatersrand. 
They were made not by speculators, but by investors, 
rich and poor, who cast their bread on the waters. By 
this constant flow of capital to the ends of the earth trade 
was immensely. stimulated and a market created for the 
products of the great equipment industries, iron and steel 


r 


and engineering. 


- 
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Foreign investment on the scale of the last fifty years 
would;have been impracticable if, on the monetary side, the 
nineteenth century had not evolved the delicate mechanism 
of the gold standard. By the device of fixirg the value, in 
terms of gold, of the unit of account in each Civiliseq 
country, the world contrived to maintain relative stability 
of the exchanges and approximately similar movement of 
price levels in all countries adhering to the gold standard, 
Thus an investor in England or France, placing his money 
abroad, could assume with reasonable confidence that hig 
investment would not be jeopardised through violent 
exchange fluctuations between his own currency and that 
of the country to which he was lending. The practical 
working of the gold standard became largely automatic. If, 
at a given moment, the balance of payments as between 
England and France was unfavourable to the French, if, 
that is to say, the French demand for sterling was greater 
than the British demand for francs, the franc tended to 
depreciate and a point was soon reached at which it became 
profitable for a Frenchman, instead of selling unwanted 
francs in the market, to buy gold with them in Paris and 
ship it to London in settlement of his debt. Any such 
influx of gold into England tended to raise sterling prices 
and thus, by stimulating British imports and discouraging 
British exports, to counteract the exchange movement | 
which had led to the gold shipment. This tendency towards _ 
equilibrium was reinforced by the traditional policy of 
lowering the Bank rate in any centre, and thus repelling | 
short-term investment there, as gold flowed in to that 
centre, and raising it, with the opposite effect, as gold | 
flowed out. It was an essential feature of these operations | 
that gold shipments were needed only to the extent and for 
the length of time necessary for them so to inodify the 
relative price levels of the two countries that the balance 
of payments tended to correct itself. 

In those halcyon days before 1914 the gold standard 
operated successfully and with comparatively small move- 
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The World Since the War 


ments of gold, because London dominated the money 
markets of the world. By reason of our lead in the develop- 
ment of modern industrial civilisation, by our energy 
and enterprise, we enjoyed over a long term of yeafs a 
favourable international balance of payments, and our 
position grew to be one of immense strength. The 
technical organisation of the London money market was 
incomparably better than that of any other centre, and for 
all these reasons the gold standard was in practice operated 
by the policy of the Bank of England. The central banks 
of other gold standard countries followed, as it were 
naturally and inevitably, the lead of London. This pre- 
dominance of the London market served no merely selfish 
national purpose, since it is of the essence of any inter- 
national standard that by its proper functioning it protects 
indiscriminately the interests of every country which 
adheres to it, or by its failure brings disaster to them all. 


Il. Tue Wortp Since THE WAR 


“ The recent world-wide fall in prices is best described as a 
monetary phenomenon which has occurred as the result of the 
monetary system failing to solve successfully a problem of 
unprecedented difficulty and complexity set it by a conjunction 
of highly intractable non-monetary phenomena,” —(The 
Macmillan Committee, June, 1931.) 


ROM whatever angle we examine the economic life 

of the world since the war, the contrast with the years 
before 1914 is arresting. We are beginning, indeed, to 
understand that the war turned the world upside down. 
For twelvecyears Europe has lived in peace, yet there is 
perhaps no period in modern history in which the settled 
mentality of peace has been more conspicuously absent. 
Europe has, indeed, illustrated the contrast between war 
and peace of which Hobbes wrote in Leviathan: “The 

5 


Great Britain and the Financial Earthquak, 


ate ‘ nature of war consisteth not in actual fighting, but in the 
knawrii disposition thereto during all the time there js No 

assurance to the contrary.” France and Germany, Germany 

and Poland, the Succession States of the Austro-Hungarian 

Empire—all have been divided by the memory of the war 

and the terms of the peace, by mutual suspicion and national 

passions. To the historian this may well appear inevitable, 

to the economist it can only appear destructive of inter- 
i national economic progress. The war, and even more the | 
Peace Treaties, threw into relief the rights of nationality, 
and it was an easy, if an illogical, transition from the idea 
of political autonomy to that of economic “autarkeia,” 

How, if it was wrong for Czechs to be governed by Hun- 
garians, could it be right for Czechoslovakia to be dependent _ 
on Hungary for any commodity or any manufacture whichit | 
could make shift to produce for itself ? On such reasoning, — 
confounding justice with expediency, Europe has sought | 
to organise itself into self-contained communities, defended 
by prohibitions and restrictions of every kind and buttressed | 
by tariff walls, which were never too high to support | 
another course. | 
The war left other legacies than economic nationalism, | 
and none which has been a more effective instrument of | 
disorganisation than the settlements relating to war debts | 
and reparations. Unlike every other form of international | 
indebtedness, war debts and reparations are an attempt to | 
repay capital which has served no productive purpost | 
capital which has added nothing to the wealth of the debtor. | 
The service of that capital, therefore, can never be anything | 
but a surcharge on the industry and trade of the nations | 
which have to meet it. Moreover, time has shown that 101 
practice the problem of the transfer of these vast annual 
j sums from debtor to creditor is in the long run insoluble. 
l Payments between nations can be made only by the expo! 
7 of goods or by the shipment of gold, the sale of forelg? 
assets or fresh{borrowing on the part of the debtor. The 
very scale of the war debt payments made it improbable Í 
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The World Since the War 


that the debtor countries could so increase their exports 
as to cover the payments in that way, even if their credars 
threw open their doors to the import of goods. Since on 
balance all payments flowed to France and the United 
States, and since those countries above all others have 
insulated themselves against all imports by prohibitive 
tariffs, payments on account of war debts and reparations 
have in effect been made mainly by vast shipments of gold 
to France and the United States. On the other hand, 
Germany has obtained the necessary funds by raising new 
loans abroad. It would not be untrue to say that Germany 
was able to mect her reparations debt for just so.long as 
the United States was prepared to re-lend to Germany 
some of her gold, and that as soon as the springs of American 
lending dried up, German default became inevitable. 

The world’s gold stock in the hands of governments and 
central banks and the proportions of that stock held by 
the United Kingdom, the United States and France in 
1920, 1926 and August 1931, were these (figures in millions 
of pounds)* :— 


1920 1926 August 1931 
World stock 1488 1893 2323 
Holdings in United Kingdom 155 150 133 
Holdings in U.S.A... 504 840 953 
Holdings in France .. 141 146 472 


The explanation of these figures is that the movements 
of gold resulting directly from the war, or the settlements 
made after the war, were different in kind from those to 
which the world was accustomed under the normal pre-war 
operation of the gold standard. The control of the 
monetary policy of the world passed from the Bank of 
England and became dependent on international co- 
operation in conditions which made effective co-operation 
almost impracticable. What were conceived to be national 
interests came into greater prominence, and for many and 

* Taken from the Federal Reserve Bulletins. Gold in circulation is 


excluded, recent figures for the whole world not being available. 7 


7 


Digitized by Arya Samaj Foundation Chennai and eGangotri = 


Great Britain and the Financial Earthquake 


different reasons an influx of gold was not consistent] 
treated as between France and the United States, or a | 
between one period and another. From 1922 onwards the 
gold accumulated in the United States formed the basis of 
a vast inflation of credit which led through the speculative | 
boom to the collapse of 1929. Between 1922 and 1929 the 
United States lent abroad more than £1,800 million anq 
thereby diminished the danger to the world of her golg 
holdings. But foreign lending never became a settled habit 
of the American investor; even in the heyday of bond 
issues, a substantial proportion found no permanent home | 
until it came to rest in Europe; and as the prospect was 
unfolded of apparently illimitable industrial prosperity at 
home, lending abroad ceased almost as abruptly as it had 
begun. Since 1929 restriction of credit and falling prices 
in America have coincided with a rise in the monetary gold 
stock* from £890 million to its peak of {1,027 million in 
August last. In other words, gold has merely been buried 
in the vaults of the banks, and has shared the fate of those 
other millions immured beneath the Bank of France. | 
France has accumulated gold steadily since 1926. The — 
stabilisation of the franc at a level lower than its internal | 
value created a premium on exports and a large favourable 
balance of trade, and as the Bank of France is debarred by | 
law from issuing further notes except against gold in its own | 
vaults, the increased demand for currency subsequent to 
stabilisation led to the repatriation of French balances and 
to a consequent inflow of gold. The relief from foreign 
lending was negligible. His political prejudices and the 
loss of his Russian holdings confirmed the national caution 
of the French investor, and except for loans made within 
the last twelve months, primarily for political reasons, t0 
members of the Little Entente, the savings of the French 
| people have remained in France or have been placed abroad 
— at short term. 


—— 


ney 


* I.e., gold held by the U.S. Treasury, the Federal Reserve Banks and 
Agenss and gold in circulation, ° ; : 
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„This sketch of the characteristic features of post-war 
economics would not be complete without some referenee 
to the technical revolution which has taken place in the 
methods both of industrial and agricultural production. 
Mass production owes its main impetus to the war and it 
has changed the face of the world by creating new needs 
for ever-widening circles of the population. Yet it clearly 
carries with it a fatal facility in production. It isa mixed 
blessing to be the owner, let us say, of the most modern 
and efficient cigarette factory in Greece, if the test of its 
efficiency is that it can produce more cigarettes in a day 
than the country consumes. The consequences of over- 
production are even more serious in agriculture than in 
industry, since the demand for agricultural products is in 
its nature less elastic, less responsive to lower prices than 
that for manufactured goods. A reduction in the price of 
motor cars may enable any one of us to buy a new car every 
year instead of every other year, but even if wheat were 
given away we should hesitate to eat twice as much bread. 
The effects of the American inflation have nowhere been 
more disastrous than amongst producers of primary 
commodities. As by far the biggest consumer of such 
commodities, the United States by her prosperity im- 
mensely stimulated their production, and the stimulus was 


fortified by the flow of American capital during the brief 


and not very discriminating excursion of the United States 
into foreign lending. With the end of the American boom 
came the end also of American finance, and the unhappy 
primary producer finds himself with his market ruined and 
his debt intact. 
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jia is not difficult from these premises to trace the ( 
collapse of the international credit structure. Once the | 
bubble of speculation in the United States was pricked, the | 
rest followed naturally and accelerando. In the autumn of 
1929 Americans gave public expression through the stock 
markets to their doubts whether American industry could 
continue indefinitely to expand, and from that moment 
industrial production in the United States, which had 
already passed its peak, declined precipitately. Commodity 
prices kept step with it, and the world soon realised that 
its stocks of, and its capacity for producing, wheat and 
rubber, cotton and copper, coffee and tin, far outstripped 
any power of consumption hitherto known. And so the 
decline in commodity prices became a catastrophic fall, 
and was followed, at a distance, by a fall in the prices of 
manufactured goods, due both to the lower costs of raw 
materials and to the restricted demand amongst primary 
producers. | 
Perhaps the most important consequence of any violent | 
drop in world prices is the corresponding increase in the 
real burden of all indebtedness, whether internal or inter _ 
national. War debts, reparation payments and commercial | 
debts between nations have become intolerably onerous | 
during the last two years. President Hoover’s moratorium | 
proposal was a courageous recognition of that fact, but it 
came too late and was received by France in too carping 4 
| spirit for it to prevent or even delay the natural course oti 
events. Debtor countries everywhere have lapsed into 
default. They have begun to feel with Rabelais that 
| “it is a divine thing to lend: to owe, an heroic virtue.” ; 
- In Europe, as in 1914, so in 1931, the spark was fired | 
| in Austria. The collapse of the Credit Anstalt was the | 
| first real indication that’ the organism of international — 
| | 
i 4 
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Jpanking was infected. The German crisis followed imme- 
diately and destroyed the last vestige of confidence by ` 


revealing to the world the instability of the structure 
erected in central Europe on borrowed money. Financial 
panic follows the lines of least resistance, and there were 
many good reasons why in the universal disorder the pound 
sterling should have been next singled out for attack. It 
was well known that we were heavily involved in central 
Europe, that our budgetary position was unsound and that 


our balance of payments was unfavourable.* Once the world 


ceased to trust it, sterling was doomed. The technical 
weakness of our position made its defence a forlorn hope. 
For a variety of reasons short-term holdings in London on 
foreign account had increased since the war and in March 
of this year amounted to over £400 million ; there had been 
no corresponding increase in our liquid foreign assets, and 
if we regard the London market as a vast deposit bank, its 
position was unsound in so far as it was powerless to resist a 
run by its depositors. 

A loss of confidence, in the realm of finance, knows no 
frontiers and is not amenable to reason. If it exists, it 
penetrates like some foul gas into every nook and crevice 
of the financial structure. Having sold sterling off the gold 
standard, the world began to sell dollars. Since the 
beginning of September gold has been withdrawn from the 
Federal Reserve system of the United States or earmarked 
there on foreign account to the amount of $692 million. 
Both in America and in France, mistrust of banks and the 
banking system has led to the hoarding of currency on a 
large scale. Wisdom suggests that the end is not yet. 

There can be no better illustration of the yaried financial 
problems which confront the world to-day than a brief 
sketch of the situation in the three contrasted countries of 
Gerthany, Hungary and Brazil—the first a great industrial 
nation which circumstances have turned into a debtor 


* Tables showing the balance of international payments of the United 


Kingdom and of the U.S.A. will be found in an appendix. 
II 


„CC-0. In Public Domain. Gurukul Kahgri Colleĉtion, Haridwar 
co 


OO UmhmhlhlhlhlhlhCC TT 


Digitized by Arya Samaj Foundation Chennai and eGangotri i 


Great Britain and the Financial Earthquake 


country, the second an artificial product of the war, ang the 
third tepresentative of that new world of vast resources onl 
partially developed. y 
Of the political and spiritual adventures of the German 
nation during its wanderings in the desert since 1918 
another article* in this number of Tue Rounp Taste will 
speak. Its financial history during that period has been 
dominated by the devaluation of the old mark and the preg, 
sure of reparation payments. Inflation and the destruction 
of the currency left Germany without capital and without 
the will to accumulate it. German public authorities and 
German industry have lived since 1923 primarily on 
borrowed money, and like everyone else who lives on 
borrowed money, have not always spent it wisely. It has 
constituted their working capital and the source from which 
capital improvements have been carried out. It has also | 
provided the foreign exchange necessary for reparation 
payments. The figures are no longer open to serious — 
dispute. The Committee of Bankers which met at Basle 
in August of this year found that between 1924 and 1930 
there was a net influx of capital into Germany of {910 | 
million, and that in December 1930 German foreign | 
indebtedness amounted to £1,275 million. The net capital | 
influx, supplemented by £150 million derived from invisible | 
exports, provided the interest on Germany’s commercial 
debt, an import surplus of £315 million and reparation 
payments of £515 million, and in addition enabled Germany — 
to increase her holding of gold and foreign exchange by | 
£105 million. Of the total foreign indebtedness of 
Germany at the end of 1930 £515 million was short term, 
and by the end of July of this year this figure had been 
reduced, through withdrawals, to £400 million.t This in 
itself explains the German crisis of this last summer. 1° 
* See p. 71. i l 
t As possibly more quickly comprehensible to an English reader, all 
figures are given in sterling at RM. 20 to the £. i 


į} t The German authorities have recently published figures which suggest i 
that the totals are considerably greater than was thought in August. Í 


f: í 
t 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 
CE 


las 


ch 


Iso 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


The Crisis of To-day. * 


meet this situation Germany has been compelled to obtain 


a moratorium on her short-term liabilities to forcigness — 


(the so-called “ Standstill Agreement,” which expires at the 
end of February next) to introduce government solely by 
decree and by decree to control and regulate the financial 
and commercial activity of every German citizen, and to 
devote all the efforts of her industrial organisation, at 
whatever cost in the impoverishment of the German people 
and the further lowering of their standards of life, to the 
creation of an increasing export surplus. In the judgment 
of the Bankers Committee, the imperative need of Germany 
is for long-term credits in partial substitution for and in 
addition to her short-term credits, and on the same authority 
this is a need which cannot be met until a political modus 
vivendi is reached with her neighbours and the reparations 
debt is dealt with on rational lines. 

Hungary is a predominantly agricultural country with an 
industrial superstructure which has survived from a former 
existence. Industries planned for the Austro-Hungarian 
Empire, with a home market of 46 million people, cannot 
prosper in a market reduced to 84 millions and surrounded 
by hostile and protectionist neighbours. Only the richness 
of Hungarian soil and the character and energy of her 
agricultural population have brought Hungary through the 
perils of communism and currency depreciation and the 
economic follies of the Peace Treaty. But when Hungarian 
agriculture is undermined by the catastrophe of prices, 
there is nothing left. The figures are eloquent. Between 
1927 and 1930 an unfavourable balance of £47% million* 
was covered entirely by foreign borrowing at long and short 
term. The total foreign debt is now £146 million and the 
annual service nearly £11 million. Most of this debt was 
incurred with wheat at 30 pengd: to-day’s price is 9 pengo. 
The-result, as in Germany, is an enforced moratorium on 
the short-term foreign debt, and a frantic endeavour, 


* Converted at 28 pengd to the £. ə 
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prompted in this case by Geneva, at all costs to increzse 
exports and curtail imports. 

“ Brazil has fallen on similar troubles by another road, 
The very extent BF her territory and its heterogeneous 
population create administrative problems which in the | 
most favourable circumstances must retard and impede the 
exploitation of her immense natural resources. Yet, in 
the past, development has proceeded, at its own gait—and 
with many set-backs—but still surely. Foreign borrowing is 
rightly the first condition of Brazilian progress, and Brazil | 
has been on the whole a good debtor, in spite of a unique — 
talent.for the progressive devaluation of her own currency, 
In recent years the long-term foreign debt of the Federal 
Government, the States and other public bodies has grown 
rapidly, and by 1930 it amounted to £282 million.* This 
movement synchronised with a rising price for coffee, 
which has always been the principal article of export. 
Trusting to her dominant position in the coffee trade, 
Brazil began in 1925 to “defend” coffee, that is, to 
maintain its price artificially. By the act of God, which 
brought two record crops in three years, and by the working 
of economic law, which ensured that rising prices should 
lead to over-production, the defence scheme broke down 
as soon as commodity prices in the United States began to 
fall. Brazil was left with large stocks of coffee which no 
one wanted, and after reaching an average price of £5 a | 
bag in 1928, the price has fallen to £1 18s. (the average for | 
the first 8 months of 1931). The effect on the Brazilian ; 
balance of payments was disastrous. In 1928 the value | 
of coffee exports was nearly {70 million out of a total | 
of £974 million: in 1930 the figures fell to £41 million | 
and £66 million.t As Brazil’s requirements of foreign 
exchange to meet her debt service and private remit- 
tances abroad have remained constant in the meigh- 
bourhood of £40 million, and as further foreign borrowing 


* Vide Sir Otto Niemeyer’s Report to Brazilian Government, July 1931- 
t See the official statistics of the Federal Government of Brazil. 
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isout of the question, it is not difficult to understand that 
the recent partial default by Brazil on her foreign obligation’ 
was unavoidable. British investments in Brazil are esti- 
mated at about {300 million and the effects of this default 
on our own balance of payments are thus patent. 


IV. Great Brirarn’s PROBLEMS 


“ Mr. Fones, at the meeting of the Proprietors of the Bank 
of England, September 13, 1866, gave it as his opinion that 
“the main cause of the recent monetary crisis was that while 
we had bought £275 million of foreign produce in the year 
1865, the value of our exports had only been [£165 million, 
so that we had a balance against us to the amount of {110 
million. ”—(Economist, September 22, 1866, quoted in 
Bagehot’s Lombard Street.) 


N the chaotic world which has been described, the 

situation of Great Britain can now be seen in its proper 
setting. The main facts are well known and those who 
wish to follow them in detail through a statistical demon- 
stration will find them conveniently set out in a recent 
article* by Mr. C. G. Clark. It is not difficult to imagine 
what would have been the observations of Bagehot’s Mr. 
Jones to his fellow Proprietors after reading the figures 
of the last few years. In the first place, the value of 
exports has steadily fallen : these are the gold values in 


millions of pounds :— 
1931 (annual rate). 


Ist 2nd 3rd 
1913 1926 1929 1930 quarter quarter quarter 
525) Si 6 120 ea enn 383 373 


Expressed asa percentage of the aggregate exports of 
all manufacturing countries, our exports have fallen from 


* Statistical Studies of the Present Econémic Position of Great Britain. 
The Economic Fournal, September 1931. 
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almost 26 per cent. in 1925 to less than 20 per cent. by 


imports have assumed a growing importance : the per- 
centage relation between manufactured imports and our 
total home production of manufactured goods has risen 
from 11.9 per cent. in 1924 to 15 pet cent. in 1930. The 
loss of export trade has been a main cause of unemployment, 
The number of insured workers 1n employment in, or in 
connection with, the export trades was 2,175,000 In 1924, 
2,200,000 in 1929, and 1,400,000 in March last. It is 
significant by contrast that employment in the consumption 
industries has hardly decreased at all since 1929. | 
The two main causes of these changes are that our 
industries have not been competitive and that some of | 
our best markets, such as India and Australasia, have felt | 
the full force of the depression. We have ceased to be | 
competitive because for many reasons our costs have proved 
inelastic. Our money costs have been too high in terms | 
of gold relatively to costs in other countries. Real wages _ 
in England in 1930 were 21 per cent. higher than in 1914, | 
and io per cent. higher than in 1924. Our basic industries 
have lost the power to make profits, with the result that 
capital expenditure, enterprise and development have | 
tended to be restricted, while the demand for consumable | 
goods has been maintained and imports encouraged by | 
a high level of money incomes. In such conditions, adjust- 
ments must be made voluntarily and in time, or they will | 
be imposed by an increasingly unfavourable balance of 5 
payments. Mr. Clark gives a table which would indicate | 
that since 1924 this country has on one occasion only, | 
1.2., in 1929, shown an actual net credit on her balance | 
of payments after including new overseas issues, and that 
there must have been an influx of new foreign money into the | 
country during those years of nearly £300 million. In 
1930 the balance available for new lending abroad was only 
£39 million, and with the rapid subsequent deterioration | 


both in exports and in our income from investments and | 
16 
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services it seems certain that the unfavourable balance for 
1931 will be anything from £50 to {100 million. Although 
the collapse of the sterling exchange was in the end acce* 
lerated by the central European crisis and the general 
atmosphere of panic, all the indications are that if could 
not have been long deferred. 


V. Tue Conpitions or WorLD RECOVERY 


Fe of us are interested in diagnosis without cure, and 
the question what the world can do to be saved awaits 
an answer. Our own belief is that the road to recovery 
bristles with difficulties and that there is no short cut to 
prosperity. It is only necessary to examine any aspect 
of the problem as we have attempted to unfold it for it 
to be apparent what a decisive part human folly and 
human weakness have played in the past and how improb- 
able it is that humanity will in a night acquire wisdom 
and strength and tolerance. 

Take the German situation. At the end of February 
the Standstill Agreement will expire and the bankers of 
the world will be free to call in short-term credits amounting 
to £400 million, or, if the latest figures are correct, to 
considerably more. In July Germany will, in default of an 
extension of the Hoover moratorium or some new arrange 
ment, again become liable for the payment of about £81 
million a year on reparations account. It is certain that 
Germany cannot pay off her short-term obligations at 
maturity and that the resumption of large-scale reparation 
payments would be followed by disastrous consequences 
both to Germany and to the rest of the world. What 
are the omens at the moment? The Hoover-Laval agree- 
ment throws the reparation problem back on Europe, 
and the only procedure contemplated appears to be that 
Germany should appeal under the Young Plan to a com- 
mittee which is debarred by the terms of that Plan from 
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considering at all the unconditional annuities of £31 million, 
Frencn public opinion has urged that reparation payments 
should rank before bank credits, and as France is entitled 
to 51 per cent. of the full annual payments under the 
Young Plan and to 82 per cent. of the unconditional 
payments, whereas her claim as a short-term creditor of 
Germany is only a fraction of those of Great Britain and 
the United States,* this attitude is intelligible. Yet there 
could be no more serious obstacle to world recovery than 
that the French view in this matter should prevail. It is 
easy at this date to criticise the bankers of England and 
America for granting facilities to Germany which are now 


seen to be excessive : it is easy, too, to forget that without _ 
those facilities neither reparation payments nor remittances | 
directly or indirectly dependent on them in settlement of | 
war debts could ever have been made. But the criticism | 
is irrelevant. The debts exist and will not be renewed | 
under any arrangement which leaves the fundamental | 


causes of German embarrassment untouched. Inter- 
national banking is the life-blood of world trade, and if its 
resources are to be congealed and their free flow inter- 
rupted, not the bankers only, but the whole world will be 
crippled. By a pleasant irony the same stroke will end 
reparation payments for ever. Unless a settlement can be 


| 
Í 


reached within the next few months which will make Ger- | 


many again a fair credit risk, the outlook will be black indeed. 
If, on the other hand, it should prove possible by the 


abandonment of reparations and other non-commercial q 


international debts to remove from world economy 4 
burden which has been found intolerable, a major cause 
of world depression will have disappeared. 

It has become abundantly clear, to take another point, 
that half the economic problems of the world are insoluble 
at the present level of prices. Debtors cannot hope tO 


* Of the credits to German commercial banks, for which detailed figutes 
are wens, the United States on July 31 last held 37 per cent., Great 
Britcinj24 per cent., Switzerland 13 per cent. and France under 7 per cent. 
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meet their obligations by following what appears to be 
the prevailing fashion and practising, in a phrase used by 
the Economist, “ the self-contradictory policy of exports 
without imports.” They would be unwise, even if lenders 
appeared over the horizon, to attempt to meet their debts 
by further borrowing. A rise in prices may well seem the 
only alternative to tabule rase and a fresh start. In 
present conditions the course of gold prices depends 
primarily on the monetary policy of France and the Unitea 
States. If they wish, it is in their power, so long as they 
remain on the gold standard, to raise their domestic price 
levels by adding to the currency and credit available up to 
the limit permitted by their existing legislation and 
beyond that, if necessary, by reducing the legal minimum 
cover held in gold against their note circulation and their 
sight liabilities. If they hesitate to take that step, it is 
probably because they recognise that it is easier to set on 
foot an inflationary movement than to control it. But the 
choice is a choice of risks, and the consequences of a 
continuance of their present policy are hardly open to 
doubt. The sterilisation of gold on the scale on which 
it is now practised in France and America reacts in the 
end on the owner, and no country can in the long run 
maintain the position of a creditor nation enjoying a large 
export trade if it refuses either to buy or to lend abroad. 
Nor is it likely on such premises, and without a redistri- 
bution of gold stocks, that the gold standard itself can 


survive. 

America and France are extreme but not isolated devotees 
of high tariffs. The same regime prevails in half Europe 
and in many of the new countries of the world. It has 
been reinforced by the organised “ defence” of this or 
that commodity. It is idle to expect the reasoning which 
has created this regime or the interests which have grown 
up with its protection to crumble into ruin, like the walls 
of Jericho, at the blast of a trumpet. Even to-day, not- 


withstanding the pressure of farsh economic necessity, 
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self-sufficiency is still the prevailing gospel, and it is to bz 
feared that nothing but a long and painful process of 
education will expose its inadequacy. 

To indicate, however summarily, some of the elementary 
conditions of recovery is sufficient to throw into relief the 
formidable difficulties which they present—difficulties of 
politics, of national psychology, of economic ignorance, 
Can such difficulties be quickly overcome ? The Washing- 
ton correspondent of The Times, at least, seems to have 
no illusions on that score. As these lines are being written, 
this* is his verdict on the American prospect. 


The present position of the United States is not in doubt. This 
country will take no further initiative in matters economic (Mr. 
Hoover’s moratorium proposal will have no successor), and it will 
have no contribution, in the form of international responsibility 
openly undertaken, to make to the problem of the organisation of 
peace. If there is a way out of European troubles, it is clear that 
Europe must find it without direct American assistance. . . . There 
are signs, moreover, not only that the world’s greatest creditor nation 
will leave its tariff policy untouched, but also that in the years 
immediately to come it may be an exporter of capital to a very in- | 
sufficient degree. | 


VI. Great Britatn’s Task 


E may well ask what should be the objects of British 

policy in a world so distraught. The nation is still 
immersed in the novelty, the uncertainties, the exciting 
possibilities of an emancipated currency. It has observed 
the first faint dawning of a trade revival. It understands | 
vaguely that there is now a premium on exports, a penalty 
on imports. Immense stocks held inthe country have com- | 
bined with the unbridled competition of our foreign pur- | 
veyors to postpone any appreciable rise in prices. For the | 
moment we have most of the advantages of currency l 
devaluation with few of its countervailing drawbacks. | 
Our objective must be to retain that happy position for as | 
s ; # The Times, November 7, 1931. i 
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long as we can and to employ the respite in correcting our 
essential weaknesses. 2 

The first of these is our adverse balance of payments, 
and the shortage of liquid foreign assets held by our Central 
Bank. If trading conditions throughout the world were 
normal, it is probable that the advantage for our export 
trade of a pound at $380 would suffice, at least temporarily, 
to redress the balance. But trading conditions are not 
normal, and in many markets even cheapness cannot stimu- 
late buying. It may be necessary to add some form of 
statutory discouragement of imports, but there should be no 
illusions as to the dangers of such a weapon since we went 
off gold. When once a currency has dragged its anchor, it is 
exposed to all the force of wind and waves, and this is true to 
an exceptional degree of a country so dependent as ours on 
its imports for the necessities of its existence. If for any 
reason, whether currency depreciation or customs duties, 
or the refusal of any class to make reasonable sacrifices, 
a rise in our level of money wages is forced on us, we shall 
find our budget equilibrium endangered, our balance of 
trade still further deteriorating, and the pound launched 
on the slope to Avernus. The test of success in our 
monetary policy in the near future must be our power to 
attain relative stability of the pound. 

At what level should we seek stability ? Only time can 
show. It is folly to expect either too much or to aim at too 
little. There are some, no doubt an insignificant minority, 
who would like to see the pound back at the old exchange 
level. That yearning is unlikely to be gratified, except by 
the depreciation of other currencies and not by the apprecia- 
tion of ours, and if it were we should groan under the 
burden for a generation. Others are ready to assume that 
by the devaluation of the pound we can halve the National 
Debt. Even that is possible, but at the risk of finding it 
not halved, but eliminated, and with it the accumulated 
savings of the nation. Thet bject of policy must be 
the de facto stabilisays <ohtheapoun t a level which 
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does not require an increase in present wage rates. That 
level can only be found by trial and error, by a deliberate 
effort to keep fluctuations in sterling within ever narrowing 
limits. If we can hit the mark, the ultimate revival of trade 
and industry will lighten the burden of all budget charges, 
and though the ratio between the service of the National 
Debt and the total of the budget may not be materially 
altered, the buoyancy of the revenue and the creation of 
conditions favourable to conversion schemes will make the 
debt service less intolerable. aT 1 

By de facto stabilisation we mean stabilisation without 
the anchorage to gold. If comparative stability can be com- 
bined with a free market in forward exchange, most of the 
practical objections to a currency divorced temporarily 
from gold lose their force. Even the sterling bill, backed 
by the unrivalled facilities of the London market, need not 
despair. In the view of Tur Rounp Taste, it would be little 
short of madness for us to link the pound again to gold until | 
it is clear that international conditions will permit of a more | 
normal working of the gold standard than we have seen 
since the war. At the moment the gold standard has little 
reality outside France and the United States. If Germany 
and Hungary and Poland and South Africa* still profess | 
adherence to it, that adherence is maintained only by a | 
formal or informal restriction on the transfer of funds. | 
The individual who finds that, because South African. ex- 
porters refuse to pay the premium necessary to repatriate | 
their export balances, he himself must resort to the subter- | 
fuges of the underworld in order to withdraw £1,000 from | 
his bank in Cape Town and remit it to London, may well | 
regard the latest practice of the gold standard with a certain | 
cynicism. ‘The wise course is to face the fact that the inter- | 
national regulation of the exchanges through the medium 
of gold has broken down, and to wait on events. ; | 
- For these tasks which confront us this country is not with- 


* For an account of the reasons wh 
keep to the gold standard, see p. 188, 
— 22 


y South Africa is endeavouring t? 
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Great Britain’s Task — 


gut resources, moral and material. The Government can 
rely on the declared determination of the nation to’see the 
: thing through. It need haveno anxiety as to the fundamental 
| soundness of our banking system or the resilience of the 
| most highly organised money market in the world. We are 
assets 


| still the greatest creditor nation, with immense 


abroad, even though they are not in present conditions 

readily realisable. Even internationally, as an offset to our 
relative temporary financial weakness and our diminished 
world 
it lies 

with us to say when we shall go back. These are days 
a | not for optimism nor yet for despair ; and if the march of 
i events should allow Mr. Ramsay MacDonald to relax into 


financial prestige, we have the knowledge that the 
wants us back on gold as soon as possible and that 


S| a mood of relative cheerfulness, he may well call to 


i the words which Abraham Lincoln, in a crisis of the 
Civil War, addressed to his Cabinet: “ Now, gentlemen, we 
L | have got our harpoon into the monster, but we must still 
o take uncommon care or else by a single flop of his tail he will 


| send us into all eternity.” 
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: APPENDIX II. a 


` 


BALANCES OF INTERNATIONAL PAYMENTS OF THE UNITED STATES, CALENDAR 


YEARS 1922-1930." (In millions of dollars) 


s 1930 
Class of transactions (gross or net) 1922 1923 1924 1925 1926 1927 „ 1928 1929 R 
Commopities (ADJUSTED) vised) 
Exports tyy oP fas Per gates 4,368 4834 5:177 $1044 5:091 5:333 Sx447 1097 
Imports -- ++ ss ++ S419 4,162 3,952 4544 4766 4,508 4,468 4,799 3339 
Balance of trade (adjusted) .. +702 +206 +382 +633 +278 +583 +865 +648 +758 
MISCELLANEOUS INVISIBLE Irems. 
Freight : Ocean, Great Lakes and 
railway (net) Ta ae — 79 — 83 — 64 SAS — 66 — 32 — 66 — 96 
Expenditures by American tourists : 
Canada and Mexican frontier —100 —131 —159 —185 —201 —231 —293 —334 —322 
Overseas, including West Indies —345 —313 —374 —490 —422 —465 —531 —534 —489 
Expenditures by foreign tourists 
in United States au .. + 87 +104 +107 +112 +148 +167 +163 +183 +171 
Ocean-borne passenger traflict .. + 53 + 60 +53 + 63 +69 + 89 + 44 + 47 + 49 
Interest on American private funds 
abroad (long and short term) .. +555 +594 +635 +689 +740 +800 +896 +979 +904 
Interest on foreign funds in United 
States (long and short term) .. —144 —180 —192 — 229 —268 —281 —359 —414 —3!10 
War-debt receipts (principal) eee Fe 92 ae ay oe 26 + 35 +46 + 50 + 62 +77 
War-debt receipts (interest) .. £126 +167 +160 +160 +160 +160 +157 +145 4-164 
Other governmental transactions 
(net) ae a me mt 6 — 6 — 53 — 6r — 49 20S aes 
Immigrant remittances (net) .. —255 —229 —229 —235 —218 —206 —218 —223 —166 
Charitable and missionary contri- 
Nan Al SO BO D ='46 — 49 — 5¥ = 49 et 
Other items (net)f Ate 5. 46s ey s7) ar OS tae 7a) +74 +74 + 24 t25 + 7 
Total, commodity and miscel- 
lancous (net) .. T .. +557 +208 +802 +513 +205 +588 +658 +377 +617 
New Private Loans, INVEST- 
MENTS AND DEPOSITS 
Net increase in American long-term 
investments abroad (par value). . —857 —258 —869 —872 —808 —972— 1,317 —79! — 406 
Deduct bond discounts and under- 
writers’ commissions onabove .. +101 + 48 +125 +119 +121 411g +122 + 26 + 66 
Net cash payments forabove .. —756 —210 —744 —753 —687 —853— 1195 —765 —349 
Net increase in long-term invest- 
ments in United States by for- 
eigners .. ga 38 -+ 3 +240 HI +193 +147 +158 +477 +446 + 50 
Change in net debt of American 
banks to foreigners ... L. +375 + 3 +216 — 61 -+359 — —226 + 13 —443 
Net private capital movement 
(long and short term) we 378. ot 33, 527, —621 — 181 —695 —944 —305 —733 
OTHER BALANCING ITEMS. 
. Gold shipped or earmarked (net) .. —234 —295 516 4102 — 72. 154) i272 —278 
Shipments of American paper 
money (act) es cia aoa ua at cena =f Soo = = = ee 
Add for net discrepancy due to 
a opis. isd 0) e Aad 
t of Commerce. 


è From Trade Information Bulletin No. 761 of the U.S. Departmen 
+ Largely a deduction from ‘American tourist expenditures overseas. $ 
t Includes insurance, motion-picture royalties, cable charges, Canadian electric power, 
tions, patents and copyrights, and advertising. 5 
-2 
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THE EUROPEAN PROBLEMS OF 
THE UNITED STATES 


I. 


O doubt you will recall the trouble Alice had with 

her flamingo; “ generally, just as she had got its 
neck nicely straightened out, and was going to give the 
hedgehog a blow with its head, it would twist itself round 
and look up in her face.” But perhaps that’s the way | 
of the flamingo, as it most certainly is the way of the 
Post-War Problem. 
Take, for example, the matter of making Germany pay 
for the war. At the outset, in 1919, the principles were 
clear; Germany had been guilty of causing it, now she 
must pay for it. These two indisputables were written | 
into a treaty, and thereby became what might be called the | 
Paris idea. But the German people at once repudiated 
the admission of guilt which their representatives had 
signed ; and, I dare say, began to consider how they might | 
also avoid the financial obligations which these same | 
representatives had undertaken. At all events, the German ' 
mark became worth next to nothing three years later; so | 
her creditors, fearing communism in the Reich, concluded | 
that it would be a good thing, a “ stabilizer,” if the annual 
payments to be made on reparations account. were fixed | 
in figures, once and for all. Perhaps that might be called 
the Dawes idea. 3 l 
The schedules were so fixed, and became effective on 
e tember 1, 1924. Mr, Parker Gilbert was appointed 
gent-General for Reparations, the mark was restored to 4 
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gold basis, and the United States began to make lgans to 
Germany. Indeed, in less than five years, from Septembér 
1924 to the spring of 1929, American investors managed 
to advance the sum of $1,185,000,000 on a long term basis 
to the German Government, its States, municipalities 
and industries. Then suddenly, and chiefly because 
of the greater speculative attractions of New York Stock 
Exchange, the eastward flow of loans dried up. Germany’s 
financial condition, we heard, was again critical; and we 
were told that this situation arose from the fact that though 
her annual payments had been determined, the total 
figure had not been fixed, nor the period of years over 
which the payments were to run. Out of a third inter- 
national conference emerged the Young idea—that the 
total figure should be $27,641,942,800 and that reparations 
annuities should be spread out over three generations. 

So in September 1929, with the flamingo’s neck all 
straightened out, the game began again. Two hundred 
and fifty million dollars more went out of American savings 
into German bonds, and American bankers continued to 
extend three and six months’ accommodation to German 
borrowers, running to perhaps seven hundred million 
dollars more on the average. Thus between the end of 
1924 and July 1, 1931, we had made fresh loans to Germany 
amounting to about $2,100,000,000 ; out of which, or as 
a result of which, Germany managed to pay to her creditors 
on reparations account the sum of $2,600,000,000. These 
creditors in turn, being indebted to the United States, 
paid somewhat less than two billions of it back. 

In June of this year, following the collapse of the Credit 
Anstalt in Vienna and its rocking repercussions on German 
private finance, Germany walked on the edge of ruin for 
the third time since the war. The official manifesto 


` published in Berlin on June 6 stated that the Government 


had now imposed upon its citizens all the privations which 

they could possibly endure : that the financial situation 

of the Reich, seriously menaced, required that Germany be 
27 @ 
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The European Problems of the United State, 
relieved of reparations; and that the economic fabric 
cf the world was in danger of being rent to pieces. Thi, 
declaration, in terms of international finance, meant at 
least these things: that Germany believed she could not 
(and even if she could, perhaps would not) make any 
further payments on reparations account; that, unless 
help were immediately forthcoming, the principal of her 
external private loans might be lost to the foreign investor, 
and the short-term banking advances still lying in Germany 
might never be returned to England, the United States 
and France. 

The financial crisis revealed by Briining’s manifesto 
of June 6 was in part caused, and in part further aggravated, | 
by the withdrawal of foreign balances from Germany. | 
It is said that total withdrawals for the first two weeks of | 
the month reached a sum equal to £40,000,000. For this | 
exhibition of panic psychology, the London fraternity was _ 
quick to blame “ the inexperience of American bankers,” | 
but Wall Street, in turn, has more than a suspicion that 
English banks, nearer to the situation, had silently begun | 
to drain off their own German credits some weeks before | 
New York took fright. In fact, the problem of fixing 
the blame becomes more complicated as time goes on, 
Staid old Alexander Dana Noyes of the New York Times 
financial page speaks on October 30 of “ the part that the 
Paris banks played in the panicky snatching, directly or 
indirectly, at their German credits,” What, France too! | 
Better to let the quarrel pass ; for as in the mooted question 
of who started the war, and the footling question of who | 
won it, the “effective cause” will probably never be 
determined. 

Me ns to remember that there was (and on Novem- 
ere still is) in Brüning’s broadside something 
more than a warning, something more than a cry for help. 
ault of German privately held external debts 


weie tg take place, and if the books of reparations and wal 
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mic debts were to be closed, an accounting would show the 
his American people to be $2,000,000,000 better off*in the 
at Treasury of the United States, and $2,000,000,000 worst 
lOt off in the value of their private investments. It would 
Ry show the German Treasury some $2,600,000,000 out, and 
ss (including private loans from citizens of the Allied countries) 
er q far greater amount in. Or nothing in for the United 
Or, States and nothing out for Germany, and a fine deficit 
ny on balance for England. For France, about as much as 
tes she suffered from the physical havoc of the war. All that 

we would then need to put us back to 1914 would be a 


to revision of the territorial clauses of the Versailles Treaty 
d, (which is under discussion) and the return of Germany’s 
y. colonies to her rule (which may yet be the price demanded 
of bya Hitlerite Germany for her co-operation in international 
is recovery). Back, in broad outline, to 1914, with 8,750,000 
as | dead, more than 21,000,000 wounded, seventeen years of 
W bitterness, high nationalism and suspicion—stupendous 
at | internal debts in the English-speaking countries, their 
m| partial repudiation in Germany and France—and for the 
re millions of dead and the billions of waste—not even on the 
g | basest reckoning one compensating penny anywhere to 
n, | show forit. God help us! 
hy | And yet might we not have another war—just a little 
he | one? It wouldn’t cost much more money or many more 
x| men. Just a limited affair which would expedite this 
) matter of returning Germany’s colonies to her and of 
n, revamping some of those mistakes in territorial arrange- 
o © ments which crept into the Treaty of Versailles. It would 
e Only cost a couple of millions and billions respectively, 

| and at its end we could let the devils of hell off the leash 
is | and invite them all to dance and sing to their hearts’ 
ga content over the litter we have made of our lives. 
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N June 20 last, President Hoover made a memorable a 
offer, “The American Government proposes the 1 
postponement during one year of all payments on inter 
governmental debts, reparations and relief debts, both 4 
principal and interest, of course not including the obliga. < 
tions of governments held by private parties . . . to give t 
the forthcoming year to the economic recovery of the world, é 
and to help free the recuperative forces already in motion 
in the United States from retarding influences abroad,” 
This was the Hoover idea. a. 
It did seem to us across the Atlantic that the Germans | 
were unusually stupid in pressing the Anschluss with | 
Austria, parading the Stahlhelm, and announcing a second | 
“pocket battleship ” in a period of such crisis. It did seem 
that the French were incredibly small in withholding their | 
support of the plan through sixteen anxious days, while the ; 
economic structure of the so-called civilized world and the | 
political structure of Continental Europe swayed back and 
forth toward the angle of break. These things probably , : 
have lost their importance, if they haven’t, the historian) 
will take care of them. He will also leave a record of | 
the fantastic fortnight that followed France’s deferred | 


assent— statesmen and bankers came and went, here, 
there, and everywhere. 


And thick and fast they came at last, | 
And more, and more, and more. Es 


Luther on the wing, to London, Basle, Berlin and Basle; | 
Montagu Norman on his heels ; Henderson in- Paris, | 
Stimson in Rome, with Mellon joining him in Paris from | 
the Riviera ; Brüning to Rome and to Paris—and finally | 
their trek to Londonon July 20 to attend a conference at the 
invitation of the British Government, exactly one month 
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after the President of the United States had made his 
offer. J 
The Conference met, discussed matters for three days, 
and rose—without breaking up. This alone was an achieve- 
ment, for its powers were uncertain, its terms of reference 
were vague, and the atmosphere was charged with bitterness 
and recrimination. But what is more, the Conference made 
certain definite proposals: one led to a six months’ mora- 
torium on German short-term private debts arranged by 
a committee from private financial institutions of the credi- 
tor countries; the other resulted in a summary study of 
Germany’s financial situation, with particular reference 
to the conditions under which long-term lending might 
be resumed. The report deplored the lack of confidence 
among nations, suggesting an economic rapprochement 
between Germany and France; it called attention to the 
growth of tariff barriers as an impediment to international 
trade, and urged a reconsideration of the problem of inter- 
governmental debts. ‘Thus the committee of bankers gave 
back to the statesmen the task which the statesmen at 
London had put upon them. A month had been lost, but 
by this procedure much more was gained; and what first 
looked like an evasion of responsibility on the part of the 
Conference turned out, in the end, to be a stroke of genius. 
Mr. Hoover’s offer had been well received both in this 
country and abroad. Even the French authorities, while 
resenting the way the plan was pushed at them, did not 
look with disfavour upon the proposal itself. It provided 
relief at a tense moment in the affairs of international 
finance, and it encouraged a hope abroad that the United 
States might go still further toward cancellation of debts 
and membership in the League of Nations. This expecta- 
tion was increased when Messrs. Stimson and Mellon 
` attended the London Conference, not as “ unofficial ob- 
servers ” nor in any other such ambiguous capacity, but 
as accredited representatives of the American Government ; 
and it swelled perceptibly, during the Manchurian crisis 
c2 : 31 
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of October, when Mr. Prentiss Gilbert was instructed } 
Washington to sit with the Council of the League. These 
incidents seemed to mark a change in the spirit and tech- 
nique of American foreign policy. Hoover, long reined in, 
had taken the bit in his teeth and had started down the 
road. So it may have appeared; but the inference is hardly 
justifiable. For Woodrow Wilson started down the Toad 
alone twelve years ago, with disastrous results, and it js 
doubtful whether any other Chief Executive of our genera. 
tion, in his senses, would be willing to try the same course 
again. Indeed, when Congress meets in December and 
the President is called to account (as he undoubtedly will 
be), many of Hoover’s best friends want him to make it 
clear that the London appointments and the instructions 
to Gilbert were employed as the only means to meet the 
worst crisis in the great depression, and that there is no 
thought of following their implications any further. That 
ought to be a satisfactory explanation of the status given | 
to Mr. Stimson and Mr. Mellon; but it will not be so 
easy to justify Mr. Gilbert’s rôle at Geneva. For his | 
appointment was not a thing by itself: it followed assur 
ances by the Secretary of State that the United States 
stood ready to “reinforce” the League in the Manchurian | 
matter. In 1919, when the Covenant of the League was 
being drafted in Paris, a certain distinguished statesman | 
observed that, in his opinion, Article 10 was dangerous. | 
“< Either it means something revolutionary in international | 
affairs, or else it means nothing. In either case it should 7 
be left out.” The use of the word “ reinforce ” is subject | 
to the same objection. Just how, if you were a drafting | 
clerk in the Secretariat at Geneva, would you translate that | 
word into French ? And would you be sure that the French | 
verb you chose correctly carried the same admixture of 
military, economic and moral horsepower that Mr. Stimson 


had in mind when he used it? More will be heard 
of this Geneva incident | 
spmng. 
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In the New York Tribune of October 13 Walter Lipp- 
mann shrewdly suggested the possibility of projecting this 
“action ” on to another plane: 

The precedent thus established (he wrote) is more than ample for 
reaching an excellent understanding with M. Laval when he arrives. 
M. Laval will not expect us to ratify the Covenant, and no informed 
Frenchman is asking the United States to sign a diplomatic blank 
check. But if the Administration is able to point to the Manchu- 
rian action as a precedent, and to say to France in terms which satisfy 
the French instinct for lucidity that the precedent can be relied 
upon in the future, it should be possible to make immense progress 
in the reduction of armaments and the stabilization of Europe. 


If this intimation was given to M. Laval by Mr. Hoover, 
it evidently did not work as a substitute for a security pact. 
Being unwilling to accept the one, and being unable to get 
the other, M. Laval seems to have decided to let well 
enough alone. Indeed, his position is even happier than 
that, for first among the souvenirs of his flying trip to the 
United States he cherishes Senator Borah’s incredible and 
lovely gift—the Senator’s admission that French armaments 
and French security are matters to be gauged by the judg- 
ment of France alone. 


III. 


‘§ HE question is,” said Humpty Dumpty, “which is 
to be master—that’s all?” The answer is—France. 

On October 25 President Hoover and M. Laval issued a 
communiqué, stating that they had “ canvassed the economic 
situation inthe world, and the trends in international rela- 
tions bearing upon it; the problems of the forthcoming con- 
ference for the limitation and reduction of armaments; the 


_ effect, of the depression on payments under inter-govern- 


mental debts; the stabilization of the international exchanges 
and other financial and economic subjects.” They laid 
stress upon “the importance of-monetary stability as an 
essential factor in the restoration of the normal economic life 
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in the world, in which the maintenance of the gold standard 
iù France and the United States will serve as a major 
influence.” They felt that before next June some agreement 
regarding inter-governmental payments s may be necessar 
covering the period of business depression,” and they 
thought that the initiative in this matter “should þe 
taken at an early date by the European Powers Principally 
concerned within the framework of agreements existing 
prior to July 1, 1931.” The United States thus turns 
over to France the initiative with regard to inter-goverp. 
mental obligations, holds out the possibility that Allied 


debts due to the United States will be reduced once | 


reparations have been scaled down, and abandons the idea 
of making progress in the near future in the matter of dis- 
armament. In return France appears to agree to stop 
drawing gold out of New York except in orderly fashion and | 
for substantial reasons. These conclusions are open to no | 
other interpretation than that the United States abdicates, | 
in favor of France, the position of leadership which she | 
assumed on June 20 through Hoover’s proposal fora | 
moratorium. France evidently wants the power which | 
such a position brings: so in that respect M. Laval won 

a striking victory. It must be set down as a rather empty | 
triumph, however, for, if one thing is clear, it is that the | 
United States is quite prepared to surrender leadership to | 


France or to any other appropriate and responsible govern: | 
ment. | 


y . 
i For the past ten years, or to be more exact, ever since j 


the funding of the British debt to the United States, the | 
policy of Washington has, in the main, moved along | 
parallel lines with that of London. If ' Germany and 
France were at variance with each other over the Ruhr, 
reparations, or the German-Austrian customs union, the | 
me Anglo-Saxon countries were inclined to support the 
z N 

: t pressed in public opinio® | 
rather than in governmental action ; but whenever private 
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American citizens served on European committees formed 
to deal with European problems, they tended to listen 
sympathetically to Germany’s complaints, and to act as a 
restraining influence upon French demands. England and 
the United States, officially and unofficially, pursued their 
separate courses of action under a set of common principles. 

The extreme case, of course, occurred in June, when 
the plan for a one-year moratorium was devised and 
announced pursuant to an agreement between American 
and British authorities, without consulting Paris. At that 
signal France displayed an unexpected independence. Her 
financial position had become strong, her industrial position 
was not weak, her diplomatic position on the Continent 
was solid. For more than a fortnight she held the rest 
of the world in suspense while she exacted certain modifi- 
cations in the Hoover plan to meet her views. The decision 
of the World Court against the German-Austrian customs 
union gave her encouragement: the visit of Brüning to 
Paris strengthened her sense of power. Then London 
began to feel the effects of a run on her gold and, in the 
end, had to suspend the gold standard. The American 
people received this announcement “ more in sorrow than 
in anger.” Banks with London credit balances took their 
losses in good spirit. It seemed to be the general feeling 
that England had once restored the pound to par by sheer 
force of will; but that the burden of keeping it there had 
become too heavy for her to sustain. Such was the 
friendly personal view. But common sense suggested that 
the financial objectives of the United States and England 
might no longer be the same : and that it would be illogical 
to continue a now uncertain partnership to the further 
alienation of French goodwill. It is doubtful whether 
Hoover and Laval did reach, or ever could reach, a partner- 


` ship in the Anglo-Saxon sense of the term ; but it is certain 


that they arrived at a modus vivendi under which the next 
chapter of reparations and war debts will be written. - 
The better informed opinion in the United States has 
35 


. a a 


CC-0. In Public Domain. GurukurKangri Collection, Haridwar ~ 
e 


OE G 
Digitized by Arya Samaj Foundation Chennai and eGangotri a 


The European Problems of the United Statey 


found an excellent spokesman in Mr. Thomas W. Lamo 


nt 
cf J. P. Morgan and Co. In the Saturday Review s 


of 


Literature of October 31, 1931, in the course of a criticism, 


of Dr.'Schacht’s new book, he summarizes the situation 
as it stands to-day : 


There must be some common ground of agreement that the 


German and the French people can and eventually should Teach | 
5 There must be some figure of reparation payments that the | 
Germans themselves should be moved to propose ; a figure not so 


unreasonably small as to deserve the contempt of the creditor 


Powers, not so large as to be beyond the assured capacity of the | 


German, people to pay . .. It now becomes the prime business | 


of the European governments to undertake to settle the question 
of reparations, and that without American initiative... Cer- 
tainly, after the sensational events of the last few weeks, especially 


Great Britain’s suspension of the gold standard, no sensible American | 
can have serious question that the Administration at Washington | 


will be prepared to receive with an open mind any fresh proposals 
of a constructive nature that emanate from the governments of 
Europe. 


Mr. Lamont certainly voices our better opinion and he 
probably forecasts correctly what Congress in the end will 


do. But Mr. Hoover will have no easy time of it when | 
Congress reconvenes in December. First of all, the House 


of Representatives is likely to be Democratic. As the 
tesult of five bye-elections held on November 3, the 
Opposition party can now claim 217 members, the Re 
publicans 216, and the Farmer-Labor party 1. A seat in 


the fifth New Jersey District is to be filled on December! 4 


and the one remaining vacancy, a New Hampshire seat, | 


will be decided on January 5. The probabilities are that | 


the Democrats, having a nomi 
to organise the House : 
will lie with the one repr 
party. 

Moreover, when M. Laval finall 
Government with a 
German reparations 
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more hostility to his suggestion of a corresponding, reduc- 
tion of Allied debts to the United States than he has 
been led to expect. The joint communiqué which he and 
Mr. Hoover put out at the conclusion of their conver- 
sations, suggested that Washington would entertain the 
‘dea of some reduction. Perhaps further details were 
privately and tentatively agreed upon. But at the same 
time one cannot help deploring the appearance in 
L'Information of an article by Count Fernand de Brinon, 
who accompanied M. Laval on his Washington visit : 


It can be affirmed, in effect (he writes), that Mr. Hoover has 
agreed to confide to France the task of discovering in the general 
interest, a new settlement of reparations ; and that in exchange for 
this settlement he has engaged himself to support before Congress 
an equivalent reduction in debts owed America. 


The Treasury of the United States is confronted with 
the staggering problem of meeting a deficit of over 
$2,000,000,000 for the current fiscal year. Congress will 
be badgered with demands for relief on an unprecedented 
scale. Whatever may eventually be decided in Washington 
with regard to war debts owed to this country, Congress 
will not cheerfully accede to the necessity of revising or 
cancelling these obligations, and will doubtless show their 
resentment at the fact that Mr. Hoover gave to M. Laval 
the concrete assurance that he is alleged to have given. 

So... under the new dispensation, France and the 
United States will co-operate to maintain the gold standard, 
and France will take the lead among European nations in 
arranging what is hoped to be a permanent settlement of 
the problem of reparations. The United States will give 
friendly consideration to corresponding suggestions con- 
cerning war debts. 
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IV. 


Sfor the question of disarmament, it seems that Mr. 
Hoover and M. Laval have laid it on the table tol 
await a more propitious season. Their communique stated that 
the task of the Disarmament Conference in 1932 would ba 
“the organisation on a firm foundation of permanent Peace,” 
We have been slow to realise that nothing can compel 
Germany to pay reparations against her will; even more | 
slowly have we learned that nothing, in the last analysis, 
except their free consent, can.compel debtor governments i 
to pay their obligations to the United States. But, if it 
is now too late to trade these debts against disarmament, ( 
it is not too late nor too much to look for a voluntary W 
proposal in this respect from France. ew) 
But even without this, permanent peace can be con- 
siderably advanced at the Conference in 1932, or before 
it, or at any time that statesmen really care to advance it, | ` 
No admirals are needed, and no statistics: but a brief [ms 
agreement among the principal nations that from nowon | 
they will collect their taxes in two assessments. The first | 
would require the tax-payer to make his annual contri- | 
bution to the expense of past, present and future wars; | 
the second would fix his payment for the constructive | 
activities of his government. No statesman who professes 
to prefer a regime of peace to one of war could honorably | 
refuse to enter such an agreement. And the fellow who 
pays for it all, learning for the first time that sixty-five per | 
cent. of his tax was to be paid under the first assessment, 
and only thirty-five per cent. under the second, would 
shortly, at the polls, have something of moment to say t0 
his governors on the subject of disarmament. In all 


conscience he is entitled to know the facts and to speak 
his mind, 


| 

The United States of America, 
November 6, 1931. ] 
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J. Tue FALL or THE POUND 


E have passed through another three months of 

the world-crisis and, like the Abbé Sieyés, some 
of us may say mous avons vécu with a certain air of 
thankfulness. At least the predictions of the darkest 
prophets who foresaw the imminent collapse of Western 
civilisation have not yet been realised. The evil of the 
day has indeed been more than sufficient, but there may 
perhaps be ground for hoping that the climax of the 
economic tempest has been reached, if not passed. In any 
case, it can do no harm to strain the eyes in the blackest 
hour to discover whether some faint ray of dawn may not 
be discernible. 

When the last number of this review went to press, the 
inexorable advance of the depression had pushed Germany 
and central Europe to the edge of the abyss. The London 
Conference, hastily convened to meet the crisis, had failed 
to find any radical remedies. Though it took measures for 
propping German credit by extending the loans which could 
not be repaid, it did nothing to remove the causes which 
had brought about the breakdown of international credit 
and had destroyed the foundations of confidence. As these 
causes still persisted, their paralysing effects steadily 
spread through the arteries of the world’s financial system, 
until finally they reached its heart, the City of London. 
For the first time in modern history it was unable to meet 
its obligations. Just as banks all over the world coula not 
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realise their assets in order to meet the panicky with- 
drawals of their clients, so finally the hub of the bankin 


universe failed to stand the unprecedented strain to which 


it was subjected. The whole of Europe was shaken by the 
threatened failure of Germany, Austria and Hungary, 
Heavy calls were made on London by depositors who 


wished to reinforce their liquid assets to meet sudden 


liabilities. The run stimulated the fears of many abroad 
who had seen England’s economic situation painted in 
funereal colours by certain French observers widely regarded 
on the Continent. These fears found confirmation jp 


an increasingly unfavourable trade balance, and seemed | 
to be finally clinched by the alarmist findings of the May | 


Report, which was recklessly published at the psychological 


moment, when London was called upon to meet the full | 


blast of the July crisis. No doubt this astonishing step was 


taken with the laudable intention of arousing the British 
public to the dangers of its internal situation; but | 
unhappily the contents of the Report, and still more the i 
lurid commentaries of the London press, were blazoned | 


over the five continents at the very moment when foreigners 
were looking to their British holdings with growing anxiety. 
Thus the run became a rush. Gold began to drain away 
from the Bank of England in August as it had drained away 
from the Reichsbank in July, in spite of the seemingly 
incredible fact that Great Britain, so far from being 
impoverished like Germany, remained by far the greatest 
creditor country of the world. Her investments abroad 


1 ane h 
bore a nominal value of £4,000 millions, and were calcu- 


lated by the Economist as being actually worth £3,149 
millions at the end of July. B 


ut all these immense resources 
could not be mobilised to st 


! em the outflow of gold. The 
short-term loans frozen in central Europe were equally 
beyond recall. A political crisis supervened, and a National 
Government was proclaimed. Loans to the extent 0f 
£130,000,000 were obtained from France and the United 


States at high rates of Interest. The budget was drastically 
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balanced. The firmest intentions of maintaining the gold ` 
standard were announced and the perils of its abandonment 
startlingly depicted. But none of these things stopped the 
rot. The flight from the pound, perhaps artificially assisted 
by deliberate efforts abroad to weaken it for speculative 
or political purposes, could not be arrested. On Septem- 
ber 21 the Bank of England was authorised by Act of Parlia- 
ment to suspend gold payments. England had left the gold 
standard, of which she had always been the principal 
advocate and support. 

The repercussions of this tremendous event throughout 
the world cannot yet be assessed. It may at once be noted, 
however, that they have not produced the anticipated 
cataclysm. Thanks to the innate good sense of the English 
people, fortified by a seasoned distrust of the prophecies 
of their politicians and their newspapers, there was no 
trace of panic. Business continued as usual. ‘There was 
no scramble to withdraw money from the banks or to hoard 
bank notes in stockings. The pound bumped sedately 
down to 16s., and rested there placidly in spite of the 
alarums and excursions of a singularly unedifying election. 
By degrees the catastrophe which had been the subject of 
so much dark foreboding was seen to foreshadow substantial 
reliefs. It might provide the lever for lifting a burden of 
debt which had become intolerable to the taxpayer and a 
burden of costs which had long been weighing heavily on 
industry and agriculture. Though some prices would neces- 
sarily move upwards, it became quickly apparent that the 
devaluation of the Irish, Australian, Canadian, Indian 
and Scandinavian currencies would largely guarantee the 
urban population against any meteoric rise in the cost of 
living. The fall of the pound offered a better chance for 
the manufacturer and the farmer, a prospect of reducing 
unemployment and an automatic method of redressing 
the trade-balance. In a hopeful but determined spirit 
England soon began to adapt herself to the new economic 


order with a cheerful philosophy peculiarly her own. ~ 
41 
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When the election gave it an opportunity of expressing 
its mind, the country did so in an altogether unmistakable 
manner. It was resolutely decided to play for safety until 
all danger was over, by entrusting government not to one 
party, but to the strongest combination that could be | 
found, and by thus giving irrefutable evidence of solidarity 
to the world. The Government was given a mandate 
by the largest majority in English history to frame and carry 
out a national policy of reconstruction irrespective of all | 
party creeds and shibboleths. The new Administration 
was charged to do the work, which the Coalition Govern- 
ment was empowered, but mostly failed to do, in the years 
following the war. It may be hoped that it will prove 
worthy of the nation’s expectations, but in any case the 
imposing spectacle of such a large measure of national 
unity produced an immediate effect on the whole situation. 
Confidence in the future of Great Britain, which had been 
badly shaken in August, and profoundly disturbed in 
September after the naval strike, was restored at a blow ,| 
on October 27. The fear that Bolshevism was about to | 
triumph, which was widely and sincerely entertained in 
foreign circles, evaporated over-night. Not only was | 
England’s belief in herself renewed, but she once more | 
became an element of stability in the general crisis instead | 
of an element of doubt and uncertainty. | 

The climax having been produced by Great Britain’s | 
departure from the gold standard, a first and important ` 
step towards restoring the world’s equilibrium was thus 4 
taken by Great Britain’s energetic effort to put her own ~ 
house in order. Its moral effects at home and abroad may | 
do much to counteract the psychological influences making 
for panic and pessimism, which are perhaps the most 
ominous and intractable factor tending to aggravate the 
crisis everywhere. But, though this is an invaluable be- 
&mnning, the actual financial and economic problems still 
remain to be solved. The external effects of England’s 
departure from gold cannot yet be gauged with any 
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§ certainty. The devaluation of foreign holdings in sterling 
e will injure a large number of foreign individuals and some 
il foreign governments. On the other hand, a larger number , 
e of individuals and of governments, whose bonds are» in 
e sterling, will be relieved of their burden to the extent of 
y perhaps 20 per cent. Countries dependent to any con- 
e siderable extent on exports to England, or on British 
y tourists, will suffer considerably, unless they conform 
ll to the new pound, as some have already done, and others 
n may be forced to do in the near future. All these con- 
= | sequences are obvious enough, but the commercial effects 
S are much more difficult to appreciate. As long as wages 


do not rise, the British manufacturer will probably be able 
to sell his product abroad at a considerably lower figure, 
in spite of the added cost of most raw materials. British 
coal, textiles, steel and machinery will have an oppor- 
tunity of recovering much of their lost ground in foreign 
markets. Conversely, the enhanced value of all imported 
articles will enable British goods to oust foreign produce 
in many branches of the home market. But exactly how 
far can this double process go ? If it had been initiated in 
normal times, it may well be supposed that British trade 
would have recovered something like its natural expansion, 
and at the same time its natural equilibrium, without great 
_ diffculty; but can that be expected to happen in the 
| depths of a particularly deep depression? Will not our 
| foreign customers try to keep as many of their own. people 
| employed as possible by excluding British goods by higher 
tariffs, especially those who can no longer sell their own 
goods in the British market ? In other words, will not they 
| adopt the reasoning upon which the case for tariffs is 
| based by its advocates in this country? Canada has 

already set an example by levying duty on British goods 
- at the old parity-value of sterling. Protective measures 

are being discussed in Holland and Norway to meet the new 

British competition. Germany has in any case been com- 

pelled by her financial troubles to reduce all imports tothe 
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minimum. Other countries may follow suit. If trade had 
been plentiful, such defensive measures would have been 


much less likely ; but the smaller its volume, the more | 
strenuous will be the efforts of every country to retain aş 
large a proportion as possible for its flagging industries, | 
One of the most marked features of the crisis 1s the dwind. | 


ling of international trade as a whole. 


We are therefore brought back inevitably to the conclu. | 
sion that nothing but a general recovery will restore | 
British commerce to a satisfactory level of activity. Though | 
its situation will in all probability be substantially improved | 
by the devaluation of the pound, its full benefits cannot | 
be reaped as long as the slump continues. A general | 
tariff might stimulate for a time the production of certain | 
goods for the home-market, but would undoubtedly provoke , 


retaliation which would severely injure our export trades, 


However illogical the threats of the French Minister of | 


Commerce may appear at a time when France is restricting 


imports by high duties and contracting quotas, there is | 


little doubt that a British tariff would be met by French 


reprisals, and France would not be the only country to 
adopt such measures. Solid prosperity cannot be con | 
jured back to British industry by any purely British action. | 


Neither devaluation nor protection can weave the spell 
separately, still less in combination. Great Britain can 


only prosper as a great centre of international commerce | 


and finance.. Until, therefore, there is a world-wide 
recovery, amelioration of Great Britain’s position can only 
be partial and inadequate. We must, therefore, turn ov! 


view outwards to estimate how far the prospects have | 
altered for better or for worse during these three months, ° 


while London has been in the eye of the storm. 
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II. Tue INTERNATIONAL OuTLOOK : 
N the last number of this review* it was pointed out 
that the basic causes of the depression were to be found 

in the series of maladjustments, economic, commercial, 

financial and political, under.which the post-war world 
had laboured. ‘The uneconomic manifestations of “ econ- 
omic nationalism,” working through tariffs, subsidies 
and other protective measures, had choked the flow of 
international trade at a time when enormously increased 
productive capacity, both in industry and agriculture, 
made the free interchange of commodities between nations 
more than ever essential, if consumption was to keep pace 
with production. These evils tended to create a maldis- 
tribution of capital, which was greatly aggravated by the 
burden of war debts and reparations on the one hand, and 
by the failure of France and the United States, since 1929, 
to use their credit balances for maintaining and developing 
the economic activity of the countries most in need of 
money. As a result, political disturbances, largely due 
ro impoverishment and unemployment, broke out in 
many of these countries, particularly in Germany, South 

America and India. These revolutionary movements 

still further reduced confidence and caused the purse 

strings of possible lenders to be drawn tighter than ever. 

Thus, by the time the German crisis occurred in July, 

the vicious circle was complete. The bankers blamed the 

governments and the governments blamed the bankers ; 
but it was clear that the last word must rest with the 
statesmen. No financial action could any longer avail 


‘to restore the movement of money, raise commodity prices 


and start the upward trend towards recovery. None of 


_ these things was possible until the fears of internal and 


* See THe Rounp Taste, No. 84, September 1931, p. 769. 
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international upheavals could be allayed, and that mean 
jittle less than a complete revision of the war settlement 
under which the world had been uneasily ploughing it 
way forward since 1918, and the establishment of effectiy, 
international co-operation alike in the political, financia 
and commercial fields. 

The correctness of this analysis was largely confirmed 
by the report* of the powerful committee set up by the 
Bank for International Settlements under the chairmanship 
of Mr. Albert H. Wiggin of the Chase National Bank 
They stated their view that without the restoration of 
Germany to economic health, there could be no escape from | 
the bog of falling prices and shrinking confidence for the. 
rest of the world. But for Germany’s recovery, two 
conditions were essential, the removal of political dangers | 
and the lightening of her burden of indebtedness. 


The body of the world’s commerce, whose vitality is already | 
low, has suffered a severe shock in one of its chief members. This | 
has resulted in a partial paralysis which can only be cured by restoring | 
the free circulation of money and of goods. We believe that this | 
can be accomplished, but only if the governments of the world wil | 
realise the responsibility which rests upon them, and will take prompt | 
measures to re-establish confidence. Their action alone can restore 
it. We think it essential that, before the period of prolongation of 
credits recommended by the London Conference comes to a end, | 
they should give to the world the assurance that international | 
political relations are established on a basis of mutual confidence, | 
which is the sine qua non of economic recovery, and that the inter | 


national payments to be made by Germany will not be such as t1 


imperil the maintenance of her financial stability. f 
l 
Taking the state of Germany as their text, the Bankers | 
Committee further insisted on two general condition 
without which there can be no expectation that the dept 
sion will pass. First, the normal process of investment 
must be resumed “ with a well-defined economic purp% 
in view—namely, an increase in the purchasing pow! : 
the world.” Secondly, the elimination of the prese 


* Signed on August 18, 
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contradictory state of affairs, which “ involves the annual 
payment of large sums by debtor to creditor countries; 
while at the same time putting obstacles in the way of the 
free movement of goods.” S 

The prospects of a general recovery, with which the 
recovery of Great Britain is indissolubly linked, may be 
judged by the prospects of this simple but formidable 
programme, laid down by ten men representing the banking 
systems of the ten strongest financial countries. Incident- 
ally, it may be remarked in passing, that it is a real advance 
that there should now be international machinery which 
permits of common principles of financial policy . being 
worked out and authoritatively stated by leading financiers 
drawn not only from Europe, but also from the United States 
and Japan ; further, that even the formulation of sucha policy 
is a light in the prevailing darkness. Unfortunately, its 
execution does not, in the main, rest with those who drew 
it up. The primary condition for its success is action by 
governments to remove the political malaise, from which 
ultimately flow the hesitancy of capital to perform its 
ordinary functions, and consequentially the general shrinkage 
of purchasing power. It is as true now as three months 
ago that the main exit from the impasse lies through the 
political door. The international situation must therefore 
claim first consideration in any estimate of the hopes of 
economic revival. 

At a first glance, it cannot be said that the outlook has 
changed substantially for the better between July and 
October. The British crisis had the effect of seriously 
weakening for the time being, one of the most powerful 
influences for stability and reconciliation in Europe. 
Whatever its faults in other respects, the Labour Govern- 
ment had exerted a steady and successful pressure in the 
direction of peace and disarmament. Its efficacy may 
readily be judged by the exultation which greeted Mr. 
Henderson’s downfall in those French circles which have 
been most actively hostile to a-conciliatory attitude towards 
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Germany and to the Disarmament Conference. No doub, 
Mr. MacDonald had no intention of altering the generi 
policy, which he had pursued as te ale for tw 
years, but for a time, British influence a road was paralyse 
by the internal crisis. The new Foreign Secretary wa 
so deeply occupied with the financial and political problem, 
of the moment, that he had little time to devote to th 
broad questions of international policy, and was unabk 
to attend the Assembly of the League. During thos 
weeks, things did not stand still, and the disappointing 
results of the discussions at Geneva were ascribed by many 
to the absence of a clear and authoritative lead from 

Great Britain. These temporary incapacities have now) 
been removed, and this country is once more in i) 
position to play a leading rôle in world affairs. Al | 
parties are united as to the broad outlines of our foreign, 
policy. Though they may not be all equally fervent in| 
their advocacy of disarmament, or equally aware of England’, 
vital interest in securing continental stability, the fale 
antithesis between imperial development and the cultivation 
of our European markets is not likely to obscure tht 
tremendous issues which have now sprung to life, and 
which are bound to affect our national future profoundly: 

If there is no rapprochement between France and Germalj 

there will be steadily growing estrangement. If there 1800 

first step towards general disarmament next year, the sign! 

will have been given for general armament. The result 
of either or both of these eventualities must be to aggravat? / 
the existing nervous apprehension, to postpone complet 
economic recovery indefinitely, and in all probability a 
prepare a new conflagration against which no cloak % 
isolation will afford any certain protection to these island) 
At such a momentous time, British statesmanship may 
be called upon to play a decisive part. The exaggeralt 
conclusions drawn abroad as to the solidity of Englar 
financial power are new being quickly dissipated. Ta 
abandonment of the gold standard naturally produced | 
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world-wide shock, but comprehension is now dawning 
abroad that, so far from the sensational anticipations of 
England’s decline and ultimate fall being realised, the 
revaluation of the pound may prove to be the first tonic 
needed to restore British commercial and financial 
vitality, which has been so conspicuously subnormal ever 
since the war. The time is therefore propitious for 
re-establishing complete confidence in England’s future 
action by demonstrating once more her capacity for leader- 
ship in international affairs. 

While the prospect was momentarily darkened by the 
temporary relaxation of British effort, it was brightened 
by the gradual emergence of the United States from isola- 
tion. The serious position of their industrial and financial 
system brought forcibly home to the American public that 
they too could not look for recovery by their own endeav- 
ours alone. Prices and production continued to fall ; 
unemployment continued to rise. The budget deficit for 
the year ended June 30, 1931, amounted to the formidable 
sum of $516,000,000, after deducting sinking fund pay- 
ments, while the outstanding public debt had increased by 
$616,000,000.* Nearly 3,000 banks closed their doors, 
with the result that public confidence was undermined and 
withdrawals took place on an alarming scale. It was said 
that the only flourishing industry in the United States 
was the manufacture of safes and cash-boxes. These events 
convinced not only the financiers, who probably needed no 
convincing, but also the White House, that the American 
Government must throw its weight into the scales in order 
to promote political and financial stability in Europe, with- 
out which there could be no solution of its own troubles 
before the Presidential Election next autumn. We have 
accordingly witnessed three very notable events ; first, the 


` Participation of an American delegate in the discussion of 


the proposed truce in armaments in the Third Committee 
of the Assembly of the League ; -secondly, the presence of 


* The Economtst, August 1, 1931, p. 28. 
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an American representative at the sittings of the Council i 
éalled to deal with the Sino-Japanese quarrel ; and, thirdly, | 
the visit of M. Laval to Washington at the invitation of 
Mr. Hoover, to be followed by a similar visit from Signor 
Grandi. There is no mistaking the general purport of 
these things. While it would be a gross error to suppose 
that the United States was on the point of joining the 
League or of taking sides in European politics, neverthe. | 
Jess her attitude of detachment and self-imposed solitude 
has come to an end. Everyone who has the cause of peace 
and disarmament at heart must heartily welcome this 
change, for without American aid no political or financial _ 
resettlement is possible. | 
But what of France and Germany, who still constitute | 
the hard core of the problem ? As Lord Cecil has said, the ` 
establishment of harmonious relations between them would j 
at once remove 75 per cent. of our troubles. The basic 
condition of recovery postulated by the Bale bankers would | 
be fulfilled, and the world would begin to breathe more 
freely. Unfortunately, there are few reassuring signs to 
be discerned. Germany’s position remains as precarious 
as ever.* Another extension of her short-term credits has 
inevitably been granted, but at the time of writing no real 
step has been taken to put German finances on a sound 
footing. The French visit to Washington has disappointed 
the expectation that it might produce some joint plan for 
scaling down debts and reparations. Failing this, Ger- 
many will continue to hang like a sword of Damocles ove 
Europe. She is attempting to meet her foreign obligations 
by the only method open to her, namely, drastic restriction 
of imports and stimulation of exports at low prices. This | 
means widespread unemployment and depressed standards 
of living within the country, the shrinkage of the Germa! | 
market for the goods of other countries, and the intens? 
competition of German goods with those of other countrie 
abroad. It is characteristic that during the first six months 
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For an account of the situation in Germany, see page 71- 
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of this year our exports to Germany declined by 50 per 
cent. as compared with the same period in 1929, while 
British imports from Germany diminished by about 
ro per cent. only. The British experience is that of a 
number of other countries. Germany is buying a favour- 
able trade balance as the only means of paying her debts 
at the price of severe privation, which has rendered a 
critical internal situation still more critical. Parliamentary 
institutions have been practically suspended since Dr. 
Briining obtained a blanket authority to govern by decree 
by a bare majority of 25. The Hitlerites and the Com- 
munists are still gaining ground at the expense of the parties 
of moderation. Everyone is asking the question whether 
the Government can see the winter through without an 
upheaval. 

The answer probably lies with France, but as yet there 
has been little indication of any change in temper there. 
The Berlin visit of M. Laval and M. Briand produced a 
slight relaxation of tension, but no tangible result, except 
the creation of a joint industrial commission, which cannot 
approach any of the fundamental problems. The moment- 
ary improvement of French feeling was quickly obliterated 
by the Nationalist demonstration at Harzburg, which 
revived French fears and distrust in all their intensity. 
It is true that the death of the Customs Union with 
Austria has removed one bone of contention; but as its 
demise was due to French financial pressure, its burial has 
been an added cause of bitterness in Germany without 
creating any sense of greater confidence in France. ‘The 
burning questions of reparations and disarmament have 
not been touched, to say nothing of the wider problems of 
Treaty revision. On all these matters the attitude of the 
French Government and of the bulk of French opinion is 


` still “apparently adamant. M. Laval’s declarations at 


Washington, the speeches of M. Maginot, the attitude of 
the French delegation to the Italian proposal for a truce in 
armaments at Geneva, all seem to suggest that France is 
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disposed to rely on her military and financial power th 
maintain the status quo at any cost, even if it involves; 

revolution in Germany. The only ercu sta neona 
might apparently modify this intransigent position woulj 

be the consent of the United States to enter into a cop, 

sultative pact, or at least to agree to withhold all suppor 

from a nation declared by the League to be the aggressor, 
Without some such reassurance it is difficult to see how 
French apprehensions are to be sufficiently allayed to allow 
of any effective measure of disarmament, through which the 
main road to restored confidence now lies, for without it. 
there can be no real understanding between France and) 
Germany. It might be thought that, after co-operating | 
with the League in dealing with the Far Eastern dispute, | 
Mr. Hoover would consider that such a request did not 
greatly exceed the limits which American policy had Mi 
already reached; but Senator Borah’s denunciation of | 
military or economic sanctions is not of good omen. The | 
League’s intervention between China and Japan has now | 
assumed capital importance for the future not only of the 

East, but also of the West. Every possible moral pressure 

has been exercised by the great nations of the world, 

jointly and severally, upon Japan. If the Japanese succeed 

in demonstrating that a country resolutely determined on | 
ageression can defy international public opinion with 
impunity, the consequences will be far-reaching. The 
thesis that forcible measures for the prevention of war al 
unjustifiable because they are unnecessary, widely held 
America and in some circles in England, is now being put 
to a crucial test. If the League fails to induce the retire- | 
ment of the Japanese troops, the French argument that | 
there can be no disarmament without an effective inter | 
national force will be greatly strengthened, and the whole | 
system of mutual guarantees dangerously weakened. The fate 
of the Disarmament Conference now largely hinges 08 the | 
success or failure of the Council, reinforced by the Unite 
States, to prevent an outbreak of hostilities in Manchu! 
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III. Tue Connpirions or Recovery 


| Ena the foregoing survey it may seem that the 
political outlook is darker than ever; and yet there 


are some silver linings which may be detected in the clouds. 
The very gravity of the economic crisis, to which political 
uncertainties have so largely contributed, is in its turn 
producing some favourable reactions on politics. There 
is hardly a country in the world which is not confronted 
with an actual or prospective budget deficit. By the 
inevitable operation of economic laws France is now 
threatened, as England was six months ago, with a wide 
gap between revenue and expenditure coupled with an in- 
creasingly unfavourable trade balance. Reference has already 
been made to the United States. As commercial activity 
declines, national revenues are shrinking everywhere. 
Fresh sacrifices are demanded of the taxpayer, which his 
own dwindling income makes him progressively unable to 
meet without further contracting the volume of pur- 
chasing power, and thus further slowing down the turn- 
over of business. Even the drastic reduction of salaries, 
wages and social services, with all the risks which it entails, 
offers no escape from this vicious circle. It can retard 
the deficitary process, but cannot arrest it. In these 
menacing circumstances governments are being forced, 
however reluctantly, to turn their attention to the real 
remedies. It is significant that Signor Mussolini, with 
characteristic directness, has openly demanded not only 
disarmament and the reduction of war debts and repara- 
tions, but even the revision of the Treaties. It is equally 
noticeable that Mr. Hoover has already curtailed naval 
expenditure and has now found a powerful counterpoise to 
the advocates of a bigger navy in the adversaries of higher 
taxation, a far more numerous body whose electoral power 
is considerable. It may be wondered whether M. Laval, 
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who will not sacrifice a single battalion to obtain relig | 
from war debts, may not consider the sacrifice as a prefer 


able alternative to increasing the burden of the taxpayer 


further, 


Finally, there is the international monetary problem ty 
be faced. As long as the pound remains divorced from 


the gold standard, a major influence will be at work ia 
opposition to the re-establishment of settled conditions, 
The French and American Governments have agreed to 
maintain the gold standard at all costs; but can it be 


permanently maintained unless the pound is stabilised, | 


and can the pound be stabilised unless there is a much 
greater measure of security for trade and investment abroad 
than exists at this moment? There is no reason to 
suppose that the possible consequences of the devaluation 
of sterling have been by any means exhausted. Both as 
banker and trader, Great Britain plays so preponderant a 
part in the world’s economic affairs that the instability of 
her currency is a menace to everyone. She was forced to 
abandon the gold standard mainly on account of its failure 
to operate normally under post-war conditions, for reasons 


which were expounded with prophetic clearness in the | 


Macmillan Report. Until there is some effective inter- 
national arrangement to ensure that it will function less 
capriciously in future, it is hard to see how the pound 
can be safely restabilised in relation to the franc and the 
dollar. It is on this point that all parties in England are 
united in demanding an international conference to work 
out a fresh monetary basis for the world’s commercial 
transactions. There is still unremitting hostility to this 
idea in French and, to a lesser extent, in American circles, 


where the adoration of gold is still the orthodox religion. | 
Only as the god’s fallibility is exposed by events, will it be 


seen to be necessary to create an international organisation 
not for the blind worship of gold but for its rational utilis 
tion. That point has not yet been reached. No country is 
immune from the fatal effects of the complete dislocatio® 
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F counter it are generally understood, a return to the gold 
a standard would be hazardous. In the meanwhile.it inay 
m (Ce worth considering whether some arrangement cannot 
f be worked out for fixing the exchange-rates between the 
i currencies of the Empire as a first step towards general 
a stability. Such a move might have important consequences. 
b The fall of the pound from its pinnacle marked the 
: ‘ culminating point in the logical evolution of the crisis. 
dg It must either precipitate a general catastrophe or 
ch | compel the beginnings of a concerted and intelligent effort 
ad ` to build a new and more orderly world, based on the 
to | ` recognition of the mutual rights and essential inter- 
on Í dependence of nations. The process will be long and 
a © difficult. It will require concessions and adjustments in 
ta the political field, demanding a wisdom and moderation 
of | for which the present generation has not been conspicuous. 
to | It will require the re-enforcement of the League machinery 
we to render peace more secure than it is yet. It will also 
nS require the application of the bankers’ programme. As 
the | long as the competition in tariffs continues, there is no 
er- | hope either of profitable business or of financial equilibrium. 
ess | The free movement of goods is now hamstrung by national 
ind obstacles raised in the vain hope of achieving what no 
the country can ever achieve—a creditor position coupled with 
are excess of visible exports over imports; or the retention 
ork i of the home market in an increasing degree for the domestic 
cial farmer and manufacturer coupled with the maintenance 
hs | of a flourishing export trade. These simple yet difficult 
les, truths have still to be thoroughly digested, both in Europe 
on, and America, before any permanent bulwarks can be erected 
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against future flood-tides of depression. As the bankers 
` put it, “financial remedies alone will be powerless to 
restore the world’s economic prosperity, unless there is a 
radical change in this policy of obstruction, and inter- 
national commerce—on which depends the progress of 
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of the world’s economic machinery, but its operation only 
becomes slowly perceptible. Until the measures needed to 
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civilisation—is allowed to resume its natural development) | 
The choice is clear enough. The world-wide economic 
machine which the twentieth century has brought into 
beirlg cannot be worked on principles of unlimited national. 
egoism without regard to the general interests of the 
world’s economic and political equilibrium. The present | 
crisis has been brought about, because those interests haye 
been ignored in certain countries, and will not be com. 
pletely lifted until there is general agreement that they | 
must be given paramount consideration. | 

The need for a thorough review of the international 
elements in the crisis is particularly urgent at a moment 
when signs of business revival are again becoming faintly | 
apparent. The run on the banks in the United States 
seems to have been brought to a halt by Mr. Hoover's . 
guarantee fund. The readjustment of British costs by the | 
return of the pound to an economic level is reducing the 
burden of unemployment, reopening channels for invest- 
ment and correcting the balance of British trade. The | 
rise in the price of wheat, if maintained, promises to 
restore the purchasing power of the farmer, particularly 
in Canada and the United States. The upward move- 
ment of silver may reopen the markets of the East. If 
these favourable symptoms are encouraged by an attempt | 
to remove the causes of international friction and malad: | 
justment, they may develop into evidence of approaching | 
convalescence. If, on the other hand, nothing is done to | 
cure the international evils, recovery may be again nipped 
in the bud as it was in the early summer. Mr. Hoover and | 
M. Laval have already publicly recognised that the real task | 
of the Disarmament Conference is the restoration of pea® 
and stability and have agreed to co-operate to that ent | 
But the political cannot be separated from the monetar) 
problem. Both must be tackled, either simultaneously % 
conjointly. To wait until February before anything * 


done, or even begun, involves the risk of fresh upheaval 


in Pra Europe, which may destroy the hopes of recovel] 4 
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now making themselves felt. It is surely not beyond the 
means of the Government of this country, armed with 
such an overwhelming mandate, to take the initiative in 
seeking a new foundation for the world’s credit and.bartking 
system, which in spite of all the vicissitudes of the last 
month is still centred in the City of London. 
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RUSSIAN REALITIES : 
THE PROTESTANT RELIGION 


I. Tue Risk or PROTESTANTISM 


OTHING so clearly shows the rapidity with which | 
Nae old world is disappearing in Soviet Russia as the | 
state of religion. On my first visit in 1923 I found atheism 
already rampant, especially among the young. It was, 
however, still possible to make out a case for religion, | 
and even for maintaining its vitality. In town and village | 
alike the church was still a conspicuous object, and the 
Greek Orthodox priest, with his flowing locks and his — 
dangling gaberdine, was a no less conspicuous figure in | 
local society. Attendance at services had, it is true, | 
fallen off woefully, but there were still congregations, and 
few churches—less than two per cent. of the wholg, num- 
ber—had closed. Country girls were seldom willing to 
be married except by the priest, and although masses of 
peasants had given up going to church, they went on 
having their babies christened, and they always sent for 
the priest when there was a funeral. New religious sects 
had even sprung up—Protestantism especially seemed to 
be in for a new lease of life. In spite of the Revolution 
then religion was, on the surface, still flourishing. | 

How utterly different is the scene to-day! In the tow 

we church is no longer a landmark. No new ones have 

: been built, and many of the old ones have either been P™ 
| 3 “p uses or pulled down to make room for other build 
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The Rise of Protestantism 


ings. There are, no doubt, enough Orthodox phces of 
worshipstill functioning to accommodate the ever-dwindling 
number of the faithful, but the congregations are too poor 
to keep them in repair, and unless something unforeseen 
happens, they will soon have to be taken over by the State, 
if only to save them from collapse. The priest is rapidly 
disappearing, and the few who are still about are a sorry 
sight—old, shabby and decrepit. They are dying out 
and there is no one to take their place. In the course of 
my wanderings this year I did not come across a single 
young priest. The village girls no longer insist on being 
married in church, and christenings and religious funerals 
are going out of fashion. Look in any direction you like, 
you will find nothing but decay in the Greek Orthodox 
Church. All the old religions, indeed, are succumbing to 
the onslaught of the Revolution. Mahomedans, Roman 
Catholics and Jews of the older generation cling more 
tenaciously to the faith of their fathers, but their future is 
also dark, for they too are losing their young people. 

To this universal débâcle I came across only one excep- 
tion—the so-called sects. Iam speaking not of the mystical 
but of the rationalistic sects. They consist of common 
folk, chiefly peasants or labourers who, dissatisfied with 
the shortcomings of the old church, had, sometimes ‘with 
the aid of some outside preacher, sometimes entirely on 
their personal initiative, set up religions of their own. Two 
outstanding examples are the Baptists and the Evangelical 
Christians, who between them have several million fol- 
lowers. These are the Russian Protestants, and they have 
contributed a stirring chapter to the religious history of 
their country—even, one might add, to the history of the 
Revolution itself. 

The career of Protestantism in the time of the Czars 
Was a chequered one. It had its birth in martyrdom. 
It had no sooner made its appearance and shown itself 
capable of attracting converts-than the Greek Church 
began to look upon it as an enemy and a rival, and to try 
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Russian Realities: The Protestant Religion. 
its best, with the help of the old government, to suppres 
it. But Protestantism would not be suppressed. y | 
throve in spite of persecution. The Protestant flock | 
were primitive folk, just as Russia herself was a primitiv, 
land. Their faith, indeed, retained a good deal of th 
character of early Christianity. Its survival was in mo 
sense due to organisation, or to the union of the different 
groups, but simply to the devotion of the individual 


a body of principles to guide man in his relations with his 
fellow-men and with the outside world. ‘The Protestants 
read the Bible omnivorously, read, pondered and absorbed 
it. They taught each other to read so that they should 
all be able to study Holy Writ. ‘Those who could not read 
had it read and expounded to them. Unlike the Greek 
Church, Russian Protestantism paid more attention to the 
meaning of religion than to its forms. Puritan to the core, 
it banned the use of tobacco, spirits, violence, abusive 
language, dancing, the theatre and other indulgences of 
the flesh. Yet its votaries were no ascetics. They did 
not shrink from what they regarded as legitimate earthly 


It saw in religion not merely ceremonial, but a way of life, 


pleasures, and from their foreign brethren, chiefly Germans, | 
they learnt modern methods of agriculture and the virtues | 


of tnrift, cleanliness and sobriety. They became, indeed, 
the most progressive farmers in Russia. “ Sectarians 
(the reference was to the Protestants),” writes a well-known 
Bolshevik atheist in a pamphlet attacking all religions 
alike, “value highly literature on natural science and 
especially on modern agriculture.” Coming from an 
enemy, these words are significant. In the course of my 
own travels I found the land of the Baptists and Evangelical 
Christians better worked than that of their Orthodox 
neighbours. They also lived a cleaner, more wholesome 
life and were better educated. 

Then came the Revolution, and with it freedom for the 
sects. Because their members were mainly peasants a2 


aye who had been persecuted in the old days 
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they were regarded by the Communists as wards 6f the 
Revolution and accorded rights and privileges such as they = 
had never enjoyed before. The Bolsheviks were at that 
time trying to break the power of the Orthodox Church, 
and, following their usual tactics of dividing the enemy’s 
forces, they were only too eager to enlist the help of the 
Protestants in discrediting Orthodoxy with the masses. 
In 1924 I found, in city after city and village after village, 
Everywhere in the 
bazaars Evangelical and Baptist preachers were holding 
| forth on the meaning of their faith, unmolested either by 
© Soviets or Communists, In their local and national 
| conferences both Baptists and Evangelicals passed resolu- 
| tions thanking the Soviets for the consideration shown for 
f their rights. In Moscow Seventh Day Adventists were 
_ allowed to hold a convention in the Third House of the 
Soviets itself. In Tzaritzin, now Stalingrad, the great 
industrial city on the Volga, and one of the revolutionary 
centres of southern Russia, a Baptist minister told me that 
the local Soviet was allowing him the free use of the city 
theatre on Sunday afternoons. He invited me home to 
meet his family and some of his flock, and as we sat round 
eating cakes and jam and drinking countless glasses of tea, 
his friends and he spoke with glowing satisfaction of the 
new hope that had come to their people in Russia. At last 
there was nothing to interfere with the free exercise of 
their religion; Orthodox priests no longer spied on them, 
j -gendarmes no longer hounded them, and cossacks no 
longer dragged them to gaol, as in the days of the Czar. 
aptists and Evangelicals were both quick to use their 
new-found liberty to emphasise the social side of their 
faith, which, on the surface at all events, was in harmony 
with some of the social objects of the Revolution. They 
formed clubs, co-operatives and mutual-aid societies ; 
they encouraged music and sociability, and they immedi- 
w began to attract people. What they offered seemed 
© be Something quite new in hela good 
E I 
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fellowship, kindness, practical help, a new social purpos 
‘which, as already suggested, was in some ways akin to tha 
of the Revolution—so at least it seemed at the time. Eve | 
the young, with all their distractions, found it worth the, 
while to listen to the new word, and the Protestants iq 
their best to win their ear. The law did not allow them uy 
hold religious classes for pupils under eighteen, but it di 
not interfere with the organisation of clubs, picnics, 
festivals, musical gatherings, lectures and athletics. The 
young people indeed formed their own organisations~ | 
the Baptomol, for Baptist youth, and the Christomol, 
for Christian youth; names with an obvious family | 
likeness to that of the Communist youth organisation, 
the Komosol, an instance of the open way in which the! 
Protestants copied the social technique of the Revolution,- 
In their dealings with the young they always laid stres, 
upon the importance of cultivating good habits—self 
control, politeness, industry, chivalry to women, respect, 
for elders, and friendliness towards strangers. So much 
so, indeed, that the Soviet press would now and then chide! 


the Young Communists for lagging behind the Protestants | 
in this respect. | 

And so it came about—a sufficiently remarkable pheno- | 
menon—that, while all the other religions in Russia were 
losing ground with the new generation, the Protestants 
were not only holding their own, but attracting converts. | 
No wonder that Bukharin, at a conference five years ago, 
warned Young Communists that, unless they got busy | 
the Protestants would have more influence on Russian 


youth than they had. 
I 

II. A CHANGE or ATTITUDE ] 

l 

YY EN the Bolsheviks realised how influential Protes | 7 
tantism was growing, they became alarmed. From I 

one end of the country to the other one began to hear t| ; 


about the new enem 


; y within the gates—an enemy WH! 
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seemed, like the Phoenix, to have Sprung out of thé ashes 
of the old religions. A new campaign was at once set onè 
foot. What the policy of the Bolsheviks would have been 
if the New Economic Policy had been continued, it ts hard 
to say. But with the leftward swing of the Revolution, 
their hostility to Protestantism was bound to grow, for, 
from their standpoint, it had now become the chief counter- 
revolutionary force in the country. Nothing indeed so 
eloquently gives the lie to the plea, which sentimental 
liberals often put forward, that Russian atheism is merel 
a reaction from the degraded condition of the old Church, 
as the new attitude towards the Protestants. It has changed 
from one of benevolent tolerance to unmitigated enmity, 
In cartoons and pamphlets the Protestant now figures 
alongside of the other active enemies of the Revolution— 
the “ damager,” the priest, the kulak, the bootlegger, and 
the rest. 

What, then, has caused this change? To find the answer 
we must examine the fundamental and irreconcilable 
principles to which the clash between Bolshevik and 
Protestant in their approach to the problems of life is 
traceable. Certain features in the community life of the 
Russian Protestants would at first glance suggest that, 
both in their theology and in their social views, they are 
modern and Progressive. Yet, nowhere in the world could 
one find a more primitively fundamentalist type of Pro- 
testantism. The Bible is its sole source of inspiration, 
its guide in thought and action, and anything which seems 
to it subversive of Bible teaching it rejects as untrue and 
unworthy. This by itself was sufficient to bring upon 
it the wrath of the Bolshevik. Russian Protestantism has no 
more use for evolution than American fundamentalism 
has. To the Bolshevik, on the other hand, science is the 


law of`life, and evolution its chief glory. Nor could the 


olshevik remain indifferent to the uncompromising 
Puritanism of Russian Protestantism. It forbids divorce, 
abortion and birth control; it looks upon the theatre as 
E2 63 
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someting degrading, and, in certain spheres, it encourage 
«he segregation of the sexes. Fundamentalism versus scien 
was the first issue over which Bolshevism and Protestantisy 
crossed swords. | 

Dogmatism versus flexibility was the second. Th 
Bolshevik charge against religion, especially a religion of 
so fundamentalist a kind as Russian Protestantism, iş 
that it is rooted in dogma. The fixity of purpose which 
such dogmatism implies they consider to be incompatible. 
with both the principles and the practice of the Revolution, 
It is useless to tell them that Marxism and Leninism have, 
in their hands, become just as rigid as anything to be found | 
in fundamentalism. ‘Their reply is that this is not $0, | 
Change, on the contrary, is, they say, the very essence of 
Marxism, which at best is itself merely a way of approach, ~ 
an instrument of guidance. ‘They love to quote Kal 
Marx’s answer, when someone once asked him what wa 
his chief diversion: “ To subject everything to doubt.” 
Lenin himself spoke of Marxism as a “ guide to action.” 
For the Bolshevik it is dynamic, something that never stands | 
still, and Communism, though a future, is by no means 
the final, stage in human development. They consider that 
this attitude is at the opposite pole to the dogmatism | 
of Protestantism as they see it. 

Reverence for authority supplies a third bone of conten- iF 
tion. It is true that the authority to which the Protestant 
looks is not an earthly authority. But for the Bolshevik | 
it is enough that it affects life and conduct. For him the 
very act of worship implies a recognition of this authority; 
and is a confession of man’s weakness in its presence 
Besides, the authority itself is derived from a self-contained, 
arbitrary and exclusive power which is represented upon 
earth by a group of its own—clergy and prophets. In the 
eyes of the Bolshevik this group itself constitutes an 
aristocracy, and expresses a will which is not that of the 
masses. The masses, indeed, have themselves to honol! 
and obey this aristocracy. The system is thus a duplicatio” 
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Bes of the very one which obtains under a capitalist régime : 
f : Siia J 
Nee it represents tule from above instead of rule from below, 
š $ 7 De 
Ism mastery on the one side, and subordination on the other 
i At the all-Russian atheist congress in Moscow in June last 

he year Bukharin dwelt at length on this phase of the quarrel 
‘of between Bolshevism and Protestantism. 
> It may be said that the Bolshevik dictatorship is the most 


hich hide-bound authority on earth; but to this the Bolshevik 
ible replies that it is only a temporary phase, incidental to the 
lon, | transition from an individualist to a collectivist state of 
ave, society, and destined, like the State itself, the instrument 
und through which the dictatorship exercises its will, to dis- 
80,, appear in due course. Eventually there will, they say, be 
eof no ruling class, indeed no classes at all. Humanity will then 
ach, consist only of producers, and the real power will be vestedin 
Kal, the masses, with nothing above them—neither God, angels, 
was nor church—to keep them in a state of subjection. All 
bt.’ authority, initiative and creative energy will derive from 
ion,” them. And soit comes about that the fight against Protestant 
and) reverence for authority is, in Bolshevik eyes, a fight against 
leans, the very evil which lies at the root of the civilisation that 
that. they are determined to destroy. The Christian doctrine 
tism of toleration, too, a dead letter in the Greek Orthodox 
| Church, but dear to the heart of Russian Protestantism, 
is particularly objectionable to the Bolshevik; for, under 
stant | it, man always comes first. Wherever he is concerned, 
erid social origin, economic pursuits, and political allegiance 
r 


1 the | take a second place. Whatever the circumstances, he remains 
rity, | an object deserving of pity and forgiveness and the respect 
am of his fellow-men. This doctrine is the negation of the 


ined, theory which underlies the class war, and to the Bolshevik, 
upon| immersed in his five years plan and his struggle to recon- 
athe) Struct society on a non-class basis, it is naturally anathema. 
s an| For if demands respect for the kulak, the nepman, the 
f the) COunter-revolutionary, the “ damager,” and others whose 
nou extermination the Bolshevik deems essential. The sworn 
ation “nemy of individualism, and bent on its destruction, 


65 : 


L] ~ 
~- CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar ona 
S a 


—, 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Russian Realities: The Protestant Religio 


he has-nothing but contempt for a religion which exten, | 
a welcome to the wealthy and the needy alike. The time for | 
toleration will come, he says, when his new system of Society | 
is established, but to-day, while he is still engaged in 
desperate fight to ensure its realisation, Christian toleration 
seems to him to be just social and political suicide. 
The clannish tendencies of Russian Protestantism also 
provoke the hostility of the Bolshevik. Evangelical. 
Christians and Baptists speak of the members of their 
own folds as believers, and of others as unbelievers, 
Though bent on making converts, they nevertheless keep | 
very much to themselves in their social and charitable l 
work—indeed in all their activities. They address one | 
another as brother and sister. Even more than their | 
co-religionists in foreign countries, they look upon them- i 
selves as a brotherhood complete in itself. But to the 
Bolshevik, with his exaggerated suspicion of anything dif- 
ferent to himself, this means separatism, detachment 
from the masses, an attempt in fact to break up the unity, 
of his new society. Nor does it give him pleasure to see his 
own trade unions break up into smaller units, and turn aside 
to pursue what he regards as extraneous aims. He remem- | 
bers how certain groups of miners in the Don basin, and 
of textile workers in Ivanovo, and of builders in Moscow 
became converts to the Protestant faith. 
He is afraid, too, of the Protestant church becoming 4 
city of refuge for the counter-revolution, and it is this which 
keeps the edge of Communist hostility so keen. The ‘, 
church, after all, was the only organisation allowed to hold 
meetings of a non-revolutionary nature. It is true that 
there is nothing in its form of worship which in itself 
constitutes a threat to the Revolution; but—so the Bol- 
shevik reasons—political plots might be hatched under the 
cloak of religion, and if Protestantism were to go on spread- 
ing, it might in time attract counter-revolutionary elements 
whe would thus find a place where they could meet and 
co-ordinate their efforts ready to hand. Foreign help, Hers 
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might be forthcoming in the guise of religious contributions 

and the church organisation would make it easy to get iiia 
touch with foreign conspirators. To the outsider, these’ 
fears May seem exaggerated; but to the out and out 
revolutionary they are as natural as his faith in Marx and 

Lenin. 

The pacifist tendencies of Russian Protestantism add 
further fuel to Bolshevik rancour. It is true that neither 
the Baptists nor the Evangelical Christians have formally 
adopted pacifism. It is for them an open question which 
each individual must decide according to the dictates of 
his own conscience. But the trend of their teaching is all 
in that direction. The Bolshevik, it must be remembered, 
is obsessed by fear of foreign invasion. His mood, his 
outlook and his behaviour all take their colour more from 
this fear than from any other single factor. This is not 
the place for a discussion of the cause of this fear or how 
far it is justified, but its existence is a dominant element in 
the present day situation. It accounts for the militant 
spirit, the preparedness campaign, the incessant parades of 
men and women with rifles on their backs and the warnings 
to the people to get ready at all costs to meet the attack 
from outside. In the summer of 1931 there was a marked 
abatement of this fear, but some untoward circumstance 
may at any time fan it once more into flame. It is inevitable 
in these circumstances that a movement like pacifism, 
which might seriously interfere with his preparedness for 
war should be regarded by the Bolshevik as a direct menace 
to his safety. 

Lastly, there is the economic situation, and here again 
one finds the Bolshevik and the Protestant at loggerheads. 
Bolshevism spells death to private property—the Bol- 
shevik is determined to wipe it out. The Protestant’s view 
is different. He may not believe in piling up riches, but 
neither Baptist nor Evangelical Christian condemns the 
Institution of private property in itself. Their cartels and 
co-operative establishments were among the most successful 
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in Russia. In Moscow the Evangelicals used to Tun, 
number of vegetarian restaurants which were among i 
“best eating places in the city; but being outside Sta, 
control, they might, from the Communist standpoint, jus. 
as well have been private concerns owned by a privat 
individual. Protestant peasants too, as has already bee, 
pointed out, were among the thriftiest in Russia, a resu, 
due to their personal habits and to their higher cultu 
standing. But it is only a truism to say that the mon. 
prosperous the farmer the more hostile his attitude i 
likely to be to the collectivisation of the land. Besides, 
the Protestant knows well enough that on the collective 
farm he will find a tense revolutionary atmosphere. The 
principles of the Revolution with regard to family, religion | 
and the relationship of man to man and of man to woman- | 
principles which he could never accept—would be assidu Í 
ously propagated. He would not be stopped practising his 
religion in his own manner, but in the course of his ever | 
day life he would always be coming up against the Revolu 
tion and its requirements. His children would have to) 
attend the nurseries, the kindergartens and the schools, and 
would soon slip away from their parents’ influence. If the 
Protestants had been allowed to form their own collective 
farms they might have acquiesced in the new mora 
but that was out of the question. A clash, and a bitter 
one, was therefore unavoidable over this particular issue. 


III. Tur Cour pr Grace 


\ Ñ J ITH such divergent views on questions of principle 

and practice, both in the social and the econom™ 
sphere, it was only natural that Protestantism, as S002 ® 
its exceptional capacity for rapid growth had become 
id evident, should attract the active hostility of the Bolshe 


viks. Here was a new influence in their midst, spreading 


eee farm and factory alike—the very citadels of thet 
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power—an influence quite unlike that of the old Orthodox 
Church; no mere cloak this of antique formalism sure to 
split from top to bottom before the first gust of modern 
ideas, but a new spirit, a body of ideas which had sunk deep 
into the hearts of those affected. No wonder that Lenin’s 
widow pronounced the Russian Protestant a greater menace 
to the Revolution than Orthodoxy, and Bolsheviks all over 
the country echoed her sentiments. 

In their attack, propaganda has as usual played its part. 
But a still more deadly blow was the law of April 1929, a 
law which applies to all religious bodies alike, but which 
hits the Protestants harder than any of the others. For 
although the law re-asserts the principle that religious 
confession is free and the individual has the right to worship 
in whatever way he chooses, it does not, as the old law did, 
permit religious and anti-religious propaganda alike; it 
only allows anti-religious propaganda. ‘This, of course, has 
put an end to missionary work and to preaching in bazaars 
and other places than officially recognised places of worship. 
There is a further provision which bars clergymen from 
ministering to more than one congregation at a time, 
which therefore stops Baptist and Evangelical pastors from 
visiting other congregations than their own. But from the 
point of view of the Protestant the unkindest cut of all was 
the revival and amplification of an old law which prohibited 
a religious body from exercising so-called “ administrative 
functions.” In the early years of the Revolution, for 
Teasons already explained, the Soviets refrained from 
applying this law to the Protestants. Had they done so, 

Totestant social work would have been impossible, for an 
organisation which has no right to exercise administrative 
functions obviously cannot take part in social work. But 
the new law does more than put a ban on such functions, 
It specifically prohibits religious bodies from pursuing any 
activities whatever except worship. It permits freedom 
of worship and nothing else. This puts an end to co-opera- 
tives, club houses, and mutual aid societies—the yery 
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| 
things.that have helped the Protestants to gain their ho 
npon the masses. At the same time the spread of nurserig 
‘and kindergartens and the introduction of universal educa | 
tion is, as I have pointed out, subjecting Protestant children | 
to a thorough process of sovietisation. Some of them will | 
no doubt be saved by their parents for their faith, but only | 

| 
some. | 
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(FROM A GERMAN PEN) 


wishes to understand every aspect of it, the economic, 
the political, and even the less studied psychological side, 
cannot do better than turn to Germany. Here he will 
find everything—bankruptcies on a scale which puts those 
of other countries in the shade; efforts of unrivalled 
brilliance to modernise and rationalise industry, and to 
adapt it to the changed conditions of the world; gigantic 
conflicts in the region of ideas—the duel, for instance, 
between Dr. Briining and Herr Hitler. If he wants a 
striking instance of a reductio ad absurdum, the consequences 
of certain Articles in the Peace Treaties which were 
formulated in those days of happy illusion at Versailles 
will strike him in the eyes; and, lastly, where else could 
one find the ridiculous results of a badly managed distribu- 
tion of international gold and capital more perfectly 
illustrated ? 

The consequences of the Great War have visited every 
country in varying degree, but they all seem to have 
converged on Germany. She has, it is true, great advan- 
tages; a thoroughly efficient industrial equipment, and a 
highly trained population of workers, the majority of whom, 
though insistent upon drastic reforms, are firmly resolved 
to re-establish their country on its traditional capitalist 
basis—they have no use for Bolshevik experiments. Ger- 
Many’s interests are indeed indistinguishable from those 
of Great Britain and other countries with a similar system ; 
but, left to herself and denied international support and 
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| HE crisis is a world-wide one, but the student who 
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encourngement, her condition is bound to become despera 
and through her open wounds the blood of the whole West 


; em 
world will continue to ebb. 


| 
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I. RECONSTRUCTION AND DISILLUSIONMENT 


HE economic and financial effects of the war wer 

catastrophic—like those of an earthquake—and the 
period of inflation which followed brought in its train a 
total “ revaluation of all values.” Yet Germany, when 
she emerged from these catastrophes, made a tremendous 
effort to re-establish herself on a sound basis—any other 
course would have been unthinkable for such an orderly, 
disciplined nation. In those early days, moreover, the 
average German was sure that everything would come right ; 
if only he could get his economic and financial machinery 
working at full speed. Were not prosperity, work and 
profits the best stepping-stone to a healthy national life? | 
People’s eyes were at that time fixed on America—happy, 
prosperous America—the country without unemployed. 
and “ without a social problem.” It might take time, ug 
German argued, but in any case the best way of catching 
up the nations which had won the war was to become 
strong again in an economic sense. 

So Germany set to work. She reorganised her in- 
dustries from top to bottom. She invested hundreds of 
millions in them, most of it borrowed from abroad. | 
Rationalisation and efficiency : these were her aim. There j 
were combinations of companies ; colossal industrial and 
financial organisations were established ; new plant of the 
most up-to-date kind was installed, and expensive—even 
luxurious—offices and government and municipal buildings 
were erected. The cities followed the lead of industty; 
and the trade unions and other bodies did the same. There 
was on almost every side vitality and hope. 

And it was needed. A.zreat deal had to be done to make 
up for lost ground, not only to replace old-fashion® 
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3 concerns no longer capable of holding their own against 
mi — competition, but to fill the gap left by the loss of the, 

industries which went with the territories of which the 
| ‘Treaty of Versailles deprived Germany. As in England, 
reconstruction was facilitated by new inventions and 
developments. 'This was especially the case in the chemical 


te and electrical industries, but others, such as artificial silk, 
he ignite, nitrogen, potash and motor-cars also benefited. 
a This work of replacement and expansion was carried out 
en | energetically and efficiently, and our industries had a good 
Us | deal of luck, especially in the matter of competitive wages. 
7 | Things, indeed, went well, and in a few years’ time, except 
ly, i in the old middle class, whose standard of life was still 
he | sinking, there was not only a considerable amount of 
ht 


individual prosperity, but also unmistakable signs of 
| progress on the part of the community as a whole. No less 
nd! than ten milliards of reichsmarks were deposited by millions 
e) of small people in the savings banks, and only a few years 
Py, | after the ruinous inflation period the policies issued by life 


æd) insurance companies were more numerous and for larger 
the amounts than before the war. At the same time the 
ing Hapag* and the Norddeutscher Lloyd had constructed a 


| new mercantile marine well able to take care of itself 
| against foreign competition. These are a few examples 
I of an effort in reconstruction which won the admiration 
of the world. And it deserved it, for its results were 
achieved under the most trying circumstances. The 
Communists were every day growing more numerous, and, 
until 1930, a large and extremely important part of Germany 
was still occupied by foreign troops, the effect of which 
upon the national temper it is hard to overestimate. 
Unfortunately, all the hopes pinned to economic re- 
construction proved illusory. There were various reasons. 
For one thing, this false spring of ours was produced by 
foreign Money—short-term loans at an exceedingly 
eavy rate of interest. For anather, our new and more 
* Hamburg American Line. 
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favourable balance sheet was doomed to be upset the | 
moment that it became necessary to pay reparations, whieh | 
like so many other debts, had hitherto been paid with, 
money, borrowed from abroad, out of the earnings a | 
German industry. Germany was entirely in the hands g| 
her foreign creditors, and of those creditors’ creditor 
What happened is now a matter of history. | 
For the moment, however, our political, financial anq_ 
economic leaders seemed to ignore the facts ; at all events, | 
disillusionment came through a sudden revulsion of feeling 
on the part of the rank and file. Millions of workpeople, 
especially clerks and other employees of their type, took | 
a sceptical view. It was the same with middle-class fol 
of all kinds. They did not believe that prosperity wa | 
close at hand—why should they? There was nothing in / 
their own personal experiences to confirm such a belief, | 
In other words, people in foreign countries who believed | 
that it was possible, without changing the fundamental con- | 
ditions, political as well as economic, to solve the German | 
problem and persuade the fabled goose to start laying her | 
golden eggs again, were as far from the mark as the Ger 
mans who thought that they could satisfy the German 
mind by stage-managing a kind of economic revival. 
Neither paid any attention to essentials. They left out of 
account both German psychology and the actual conditions | 
under which the bulk of Germans were living. 
A revolt was bound to come, a revolt against the system | 
that disregarded these essentials. The general election in 
September 1930 took the whole world, including Germany 
herself, by surprise. It was more than a surprise; it 
was a shock. Why did not the Government do something ? 
Prussia seemed to get along well enough under her Socialist 
Premier. Did the traditional obsequiousness of the German 
civil servant no longer hold good? Had the German cler 
lost his old faith in his satisfying if humdrum destiny of 
gradual social advancement? Our sacrosanct syste™ 
moreover, has powerful supporters; the President of the 
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The Nazi Appeal 
Reich, the Reichswehr, the Roman Catholic Churĉh and 


the trade unions. Was it conceivable that these powers- 


had failed to make its basis unassailable ? 

Yet they had failed. The system was no longer immtine 
from attack—and the attack spread rapidly. Workmen 
peasants, students, clerks, schoolboys, officers, civil servants, 
artists, shopkeepers, waiters—people of all sorts—were 
growing restive, people who had remained patiently silent 
for years. It depended on their mental idiosyncrasies, 
and their greater or lesser readiness to respond to national 
or proletarian slogans, whether they became Communists 
or Nazis (National-Socialists). But they all had one 
aim in common—to pull down the old system, with its gloss 
of prosperity which, so it seemed to them, only served to 
conceal the real state of national bankruptcy underneath. 


II. Tue Nazı Appear 


S far as the Communists are concerned, there is no 

mystery, but the Nazi mind many people consider 
is harder to fathom. ‘There is, however, really no 
puzzle in this case either. Take any German who looks 
down on the Social-Democrats and hates the Bolsheviks, 
yet at the same time despairs of the present rulers of 
Germany. What line would one expect him to follow ? 
What he wants is a guide, someone who will put in un- 
mistakable language all that he feels and more. Remember 
that nine out of every ten Germans want to make a better 
show than their position warrants. They have no desire 
to be called proletarians, to be put in the lower classes. 
Now the Nazis are no proletarian party. They represent, 
not a particular class, but a movement. It does not matter 
to them from what class they draw their recruits, or what 
their social standing is. Nobody, therefore, loses anything 
by Joining them. Many even feei that they have gained in 
MPortance, because the party managers tell them that, 
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however little they may count as individuals, they are i 
rhe utmost use once they have become members, eal 
humble ones, of the great Hitler movement. i 
But, apart from this, it is obvious that, for the aver a 
German who feels deeply the evil days on which the fathe, 
land has fallen from the national standpoint, and who 
the same time is suffering personally from the grave cris 
which has overtaken its economic and financial life, the 
combination of socialism and nationalism offered by Her | 
Hitler is bound to be extremely attractive. No other party | 
has developed both these lines at the same time. Other | 
wise the Hitler policy might carry less weight, for its | 
methods are often repulsive and its political and economic | 
ideas feeble. Most people, indeed, realise to-day that the l 
tide of Hitlerism could never have reached its present high i 
water mark, if it had not found the German starved o 
the national and social side after years spent in the pros 
perity hunt and rationalisation. Republican Germany 
has hitherto failed to evolve either a healthy national out 
look or a common social ideal. Many have attained these 
things, but so far they have remained merely a conception 
of the individual, not a political philosophy fit for the 
nation as a whole. 
On the other hand, the objections people feel to the 
public attitude of many of the capitalist leaders are by no 
means limited to socialists. A growing number of scandals 
and obvious abuses of its power have made the capitalist 
system suspect even in the eyes of people whose admira- 
tion for it is traditional. Our social organisation and ou! 
political classes have also disappointed millions of Germans. 
This is the real background of Hitlerism. Its anti-capitak 
ist policy and social programme may lack solidity and 
permanence in many respects, but jealousy and the natura 
bitterness felt by middle-class people who have lost 
practically everything—their money as well as thei! 
social and political standing—have come as grist tO the 
revolutionary mill. 
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Of It is safe to predict that the nationalist side of the Hitler 
ry movement will carry it further than its social side, and for 

this it may thank the nations which won the war and their . 
policy towards the losers. From the German point of 
view, there 1s little to show for the trying time when the 
policy of fulfilment, started by Rathenau and carried on 
by Stresemann, was in force, and the German financial 
collapse was so closely bound up with international politics 
that it rendered a purely nationalist reaction inevitable. 
But the object of the nationalist movement, even in the 
form which the Stahlhelm gives it, is neither war nor 
revenge. The German likes uniforms and discipline. 
All those parades are merely the collective expression of 
the nebulous instincts of the individuals who take part 
L in them. Discipline and make-believe help to keep the 
torrent in its own bed, and there is a formidable amount of 
fighting spirit bottled up in such organisations as the 
Hitler guards and the Red-Front of the extreme Left. Pre- 
paredness and a determination to be ready to meet attack 
from outside are recognised as a legitimate ideal even by 
the circles which surround our peace-loving Chancellor, 
and they must be taken in that sense. Sport failed to 
provide healthy young Germans with an effective vent 
for the combative spirit. There are, moreover, plenty of 
people still in far too intimate touch with pre-war institu- 
tions, and it is hoped that the more or less militarist organisa- 
tions in which the Wehrwillen* finds an outlet will provide a 
_ more effective safety valve for nationalist steam. It is even 
more important to realise that the policy of fulfilment 
has for years been dubbed inconsistent with German 
honour, inconsistent because it was applied to that hated 
Peace Treaty. Stresemann himself was suspected of 
compromising German honour and weakening our moral 
fibre. ^A nation with strong feelings was what was wanted, 
Said the critics, 

The attitude was natural. For, most Germans, neither 


* Will to defend one’s country. 
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the résults of Locarno nor the evacuation of the Rhinely, 
., brought about any change in the international atmosphep 
The evacuation was bound in any case to come une. 


Ffance disregarded her obligations under the Treaty, 1 


a word, the revolt owed its success in large measure to th, _ 


international situation. 


| 
III. Dr. BRÜNING AND BANKRUPT PARLIAMENTARISM — 
i 


Í 


ONE of these things would, however, have ben) 

enough by themselves to make the patient, even 
indolent, average German bestir himself. It was the, 
bankrupt state of the German parliamentary system that. 
actually brought about the crisis. ‘The political partie; 
especially the bourgeois, were no longer of any use as instmų 
ments for a live democratic system; they had no life il 
them, no one trusted them. The leaders, moreover, hat) 
no idea of what was going on among the rank and i, 
At Weimar* every democratic nail they could lay hands on 
including the disastrous proportional representation pro 
vision, was hammered home by the democrats. Th 
system which emerged was strictly formal and doctrinair 
just in fact what one would expect in a country whet 
everything has to be set down in black and white ani 
formulated in the most scientific manner. This was, % 
course, the very way to kill parliamentarism, Further 
more, the long periods of coalition between the Catholic 
Centre and the Social-Democrats increased the danger of4 
misuse of administrative powers. 

The want of a common national basis was an even mot 
fatal defect for the purpose of the democratic game. There 
were not only devastating differences of opinion whenevel 
a “national” question arose, but also a growing tendenc) 
to treat a particular part of the nation as beyond the pale 
and to hold the Marxists responsible for everything that 
went wrong. ‘The rate.at which German parliamentans? 

* The German constitution was drawn up at Weimar in 1919: 
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was losing ground was further accelerated by the reckless 
way in which personal ability was wasted, a waste which. 
is characteristic of German politics. The German longs 
for national heroes—he wants somebody to worship ; 
but let a politician or even a statesman raise his head só 
much as half an inch above the average level, and he will 
immediately become a target for shafts from all sides. 
At best he will be stamped as a party politician. It is not 
yet realised that democracy is the only form of government 
that can be worked without a hero, or even a man of excep- 
tional stature. As, however, the German parliamentary 
system has not yet delivered the goods, there is a tendency 
to try to import the heaven-sent leader from outside. 
It is unfortunate that our captains of industry, more often 
than not, seem only to have to touch politics—a new game 
for them—to lose every good quality that they ever 
possessed, 

The consequence is that, for the last few years, the 
Cabinet has been controlled by the parties. To secure a 
majority in the Reichstag the support of half a dozen 
of them is essential, and government policy has, in fact, 
been directed by a group of parties which differ widely 
from one another in their views. This unfortunate state 
of affairs came to a head in the time of Dr. Briining’s 
predecessor, Hermann Miiller. The late Social-Democratic 
Chancellor was one of the best men in the democratic 
camp and he deserved a better political fate than he actually 
got. But he allowed the political groups to control the gov- 
ernment, and as most of the majority parties endeavoured 
tO) pull him in different directions, he naturally came to 
grief. On the one hand, there were the Social-Democrats, 
Cut to uphold the principles of organised labour, on the 
other, there was, on the right wing, the German People’s 
Party, which had become an organisation for the defence 
of big business and the interests of certain industrial 
8toups. In the course of this conflict the Müller Cabinet 
collapsed, and it is also the main cause of the difficulties 
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whichvhave confronted Dr. Brüning since he assumed th 
leadership eighteen months ago. Such questions as wages anj_ 
unemployment insurance, if left to party politicians to solv, | 
may in the end, indeed, have a more detrimental effet. 
upon the fortunes of the Brüning Cabinet than the assault | 
of the so-called “ National Opposition ”—Hugenbergs 
Hitler and the rest. | 
When Dr. Brüning first took office, he hoped to solve. 
the parliamentary problem by destroying the Hugenber 
party, and building up a new front composed of all wel, 
meaning people. A few weeks later, however—in April 
last year—it was already clear that this plan had failed, 
Only a few members of the Hugenberg party had come, 
over, and the Chancellor found himself in exactly the same 
predicament as his predecessor, except in one important 
respect. To enable him to control the parties, the Preis 
dent had entrusted him with powers to govern and legislate | 
under the famous Article 48 of the Constitution, and he, 
could dissolve the Reichstag if it failed to agree. The 
majority parties either did not realise what this meant, on! 
like the People’s party, they did not care. At all events, 
they went on playing the old game. None of them would 
give way; the People’s party opposed everything that 
the Marxist Social-Democrats wanted, while the latte! 
strongly resented Dr. Briining’s attempt to ride rough | 
shod over the parties and to force the hand of Parliament 
under Article 48. 

The climax came with the general election in September i 
last year. The votes polled were a protest—against 
parliamentarism, against Marxism, against capitalism, 
against the Treaty of Versailles, against the economie 
depression, against everything indeed that was, or that 
seemed to be, amiss. The one thing in this chaotic stati 
of things that staved off a still greater disaster was the ol 
German sense of order and goodwill that has not evel 
yet been altogether destroyed. The Nationalists of cour 


* Leader of the Nationalists. 
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he again emerged from the election as a minority, ahd the 


eet the outstanding feature of the election was the protest 
alt | against the capitalist system in which Hitlerites, Commun- 
B ists and Social-Democrats all joined. It was only the 


as they were before. That is still the position. 
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nd Communists did the same, though both of them were. ~ 
returned with a considerable accession of strength. But 


divergence of their aims that prevented them from being 
able to form an alternative government. So the Brüning 
Cabinet continued in office, and things remained very much 


In reality, Dr. Brüning had again missed the mark. 
His aim was a government majority independent of the 
support of the Social-Democrats. The strength of the 
Nationalist vote, however, put an end to that, for the 
middle-class bodies, such as the old Democratic party and 
the old National Liberal party, were nearly put out of action 
by the success of the Hitlerites. Dr. Brüning himself was 
taken by surprise. The only course still open to him was 
to try to make the Cabinet less dependent upon the parties, 
and to reduce parliamentary business to a minimum. 
His chief difficulty was a personal one. His own conscience 
and that of the President obliged him to keep as strictly 
as he could within the four walls of the Constitution. 
There is nothing in it which compels a Cabinet to do what 
the parties want, but, on the other hand, it is expressly 
laid down that the Government must have the confidence 
of the Reichstag. The question then arose, was it possible 
to keep the parties at a distance, and to do things that they 
would not agree to, without losing the moral support of 
Parliament. This thorny problem still occupies Dr. 
Briining’s mind. It is also a difficult one for the parties, 
who have no desire to make themselves responsible for 
emergency decrees imposed upon the nation without the 
Consent of Parliament. The present short sessions of the 
Reichstag may have extraordinary results, and a transforma- 
tion of the German democratic system is taking place 

efore our eyes. The change has not yet assumed definite 
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shape, vand the negative side has hitherto been to the in 
rather than the positive ; but, under Dr. Briining’s guik. 
ance, Germany is endeavouring to discover a more suita, 
kind of democratic government than the form which hy 
developed during the decade since Weimar—a hard 4. 
under present circumstances. | 
During this transformation period the structure of 
government has had to rely upon the support of variou. 
supplementary props instead of on Parliament. Firs, 
there is the venerable President of the Reich, Fig. 
Marshal von Hindenburg, with not only Article 48 a 
his command, but the Reichswehr as well, morally if ng. 
formally. Its commander and all its leading officers ap | 
beyond all question loyal both to him and his Chancellor, 
Then there is the hitherto solid block comprising they | 
Roman Catholic Centre and the Social-Democrats in 
Prussia, the latter representing the trade unions, a com | 
bination which puts the all-important Prussian police 
at the disposal of Dr. Brüning. ie: 
This extraordinary combination has, however, incom | 
veniences of its own. The very fact that, since the election) | 
—in spite of his anti-Marxist slogan—Dr. Briining has} 
been on good terms with the Social-Democrats increas) | 
his troubles with the anti-Marxists. He has made it quite] | 
plain that he will not destroy or even damage such important 

social institutions as the insurance system or the T arifu | 
tragrecht,* which means that he will never be a statesman 
to the liking of the People’s party or Herr Hugenberg ! 
On the other hand, his relations with the President and hi 
dependence on the goodwill of the Reichswehr are thoroughly 
objectionable in the eyes of the radical parties. They hav 
moreover, also alarmed foreign observers. He has had, t0% 
to adopt an agricultural policy which is considered to fayout 
the big agrarian interests without solving the agranit 
y problem, and which injures the non-agricultural populate r 
i by raising prices. It is extremely important, t00, to realis 
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for that the fact that the Chancellor has to pay a price for the 

uy support of these particular props during this period of | .— 
abl: | change accounts for many of the things which have aroused É 
hy foreign criticism ; the attitude of the Government, for 

ta = instance, towards “national questions,” such as the 


Stahlhelm parades, the construction of cruisers and the like. 

It is quite possible that Dr. Brüning, himself a conserva- 
tive by instinct, would have turned more readily to the 
right if the Nationalist slogans had not been of a kind to 
offend his sober temperament. He might have done so 
in any case, if he had been able to follow the usual parlia- 
mentary course. As already mentioned, indeed, he started, 
in April last year, with the idea of persuading the bulk 
of the conservative German Nationalist party to share 
the responsibility of government, and he made no effort 
to stop the “anti-Marxist” drive during the election 
campaign in the following September. He never claimed 
the prefix “ Hindenburg” for his government, but he 
raised no objection when the aim of the election was 
declared to be the building up of a strong “ national ” 
government, and the ground on which he asked the electors 
to give him the clear majority that was denied him by the 
old Reichstag, was that his government enjoyed the 
confidence of the President. What he wanted -was some- 
thing “ national,” above parties and party intrigues. 

It is the first time since Weimar that a German Chancellor 
has gone to the country with such an appeal. It made 
everyone who did not vote for him appear insufficiently 
“national.” But this scheme also failed, and it did so 
because, in Germany (unlike England), there was a great 
Movement on the other side which also claimed to be 
“national ”—the Hitler party. For that reason the slogan 
of 1930 was changed—it became “ Marxist or anti-Marxist,” 
4 war cry which corresponded more closely to the facts. 
But even this did not work. Parliamentary considera- 
tons as well as the exacting daily round compelled the 


Chancellor to keep on good terms with organised labour. 
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A dictatorship would have been a way pus but, unless th 
dictator was ready to risk a civil war, it would not in t 
“end have helped Dr. Briining to avoid a compromi, 
between the capitalist interests and those of the workme 
He was, however, never ready to accept a dictatorg, 
nor was it offered him. President Hindenburg would 
have it. | 
It is an interesting speculation what would happen i 
the President should find an alternative government Possible 
Apparently there is little chance of such a thing in the. 
present Reichstag. It would obviously have to be 1 
government of the Right, and would require the suppor 
of the Centre party as well as of the Nationalist, 
But as long as the Centre see any chance of Dr. Brüning 
being able to carry on, he will have their backing. hy 
may be that the wings of the majority parties will som 
day give up their obnoxious tactics. ‘The Right had to, 
come back, more or less, when it tried to withdraw from 
the Chamber last October, for there was no alternative. 
government in sight, and a reconstruction of the present. 
one would have made very little difference. The Right te 
therefore, are reserving their efforts. On the other hand, fe 
the Social-Democrats will do their best to prevent Dn) c 
Brüning from being overthrown from their own side. t] 
Everything therefore depends upon whether the Nation] n 
alists can prepare the way in the present Reichstag foral) © 
alternative government. The President will certainly st 
not allow a general election in the near future, so theoml), e: 
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the new man would certainly have failed, because the Presi- 
dent would not have given him leave to go to the country, . 
and in that case Dr. Briining would have been asked to carry 
on, vote of censure or no vote of censure. In view cf these 
considerations, it is possible to predict with comparative 
certainty what is likely to happen for some time to come. 
Meanwhile there is a marked tendency to try to get a better 
atmosphere between the Centre party and the Nazis, and 
Hitler’s spokesman in the Reichstag has also made it clear 
that the Nazis recognise the necessity of an understanding 
with France upon conditions which do not differ in any 
important respect from those which Dr. Brüning and others 
have frequently foreshadowed. 


IV. German Poricy 


R. BRUNING then by his efforts to reconstruct the 

“system,” both on its political and on its economic 
side, has certainly contributed, in however small degree, 
to the relaxation of the existing tension. The very 
fact that the Nazis have stood quietly by for so long, 
coupled with their leader’s declared resolve to keep within 
the law, has made the prospect of revolutionary develop- 
ments far less likely than it was a year ago, though on the 
other hand the growing intensity of the financial crisis has 
strengthened the ranks and embittered the temper of the 
extremists and made the general situation worse. We can 
but hope that the favourable tendencies will prevail. One 
thing is, however, certain. The prospect of imminent 
disaster last July convinced thoughtful Germans that if 
we wish to come through we must all pull together, and the 
Morale of the nation has, with few exceptions, been admir- 
able. ` This at all events is a hopeful feature. Anyhow, it 
must now be obvious to the meanest intelligence that 
Rey has no alternative except to concentrate on. the 

Y vital problems, Even the Nationalists realise the 
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danger, and one hears much less talk about the need a 
‘more active foreign policy. The customs union of 
opened people’s eyes. Dr. Curtius has gone and we try») 
forget that particular episode, hard blow though it wadi 
the Austrian question lies very near the German heal 
It was, moreover, meant to be a test case. The inciden. 
should anyhow prove that Germany, when she is in th 
right, is capable of taking action to protect Austria fron 
Danube-confederation schemes and other French designs 
Badly as it ended, there is no justification for the unfair, 
attitude of self-disparagement which so many German) 
have adopted towards this “ adventure.” It will, at ay 
rate, keep the Austrian problem in the limelight for some: 
time to come. | 

Since this episode, German foreign policy has taken, 
different and a more promising line, in which it has been 
assisted by the Hoover holiday, which made us feel thit 
after all there is ground for hope that a more reasonable 
settlement may be substituted for the Young Plan. Tf so, 


much of the wind would be taken out of the nationalist sails. | 


If, then, Dr. Briining approaches the problem in a frank 
manner, putting on one side everything which has no 
bearing on the immediate trouble, he will meet with little 
opposition. An understanding with France is already 
accepted in principle in practically every quarter in German); 
and, though such a policy involves putting off certai 
German aspirations, it is obviously out of the question to 
attempt to satisfy them at present. Germany’s position F ; 
in the matter of disarmament has inevitably been weakene 
by her financial difficulties. There are only two problems 
which cannot be long postponed. The first !$ MY 
question of what is going to happen in February when tht 
repayment of our short-term debts becomes due unde! 4 
preliminary agreement; the second, what are we going t? ; 
before the Hoover holiday comes to an end next summer 
Dr. Briining’s foreign policy will certainly be concentrat 
on these two points. 
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So much for the future, but a word is called for to explain 
German action during the past critical months. The July 
crisis, it must be remembered, had already gone some way 
before its existence was fully realised. No one could have 
anticipated the extent to which French action had acceler- 
ated its development and helped to alarm the world—the 
small German investor among the rest. It is the general 
conviction in Germany that both the nation and the 
Government did all they could to convince the world that 
they intended a fair and honourable settlement. The 
banks paid out money without stint till July 12, when two 
of them collapsed. The right thing was also, we consider, 
done after the collapse. Subsequent contracts have been 
strictly fulfilled, in spite of the harm which was sure to 
result from additional payments of such magnitude. Since 
then credits have become dangerously shorter and money 
dangerously dearer. The number of bankruptcies and 
failures has been large—between July and August it increased 
by 95 per cent. The last penny has been squeezed by the 
Government out of business concerns and individual 
citizens alike. The way in which imports have been cut 
down has elicited protests from all sides abroad. Not 
long ago we had a surplus of exports for the month of not 
far off 400 million marks, instead of the usual excess of 
imports; but this result was only achieved at the expense 
of people who want to sell their goods to Germany. We 
have managed, by cutting down our trade and profits, to 
repay between the end of July and October another 
milliard of marks on account of our short-term debts, 
400 millions of which were due under the July contracts, 
and during the’ first ten months of the current year over 
four milliards on short-term credit must have been paid 
back out of a total of roughly twelve milliards. But such 
ae pero ants, on the top of all the other payments that 
ne made, could not be transferred during the worst 
ths on in history, without painful repercussions, and 

Problem of the future cannot be solved without’ an 
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international agreement. The German authorities, y 
ever, considered it their first duty to come to an arrangen 
which would permit of their short-term creditors gettin 
their money back within a reasonable period. The posita 
is clearly described in the famous Layton report, thou. 
the latest figures of Germany’s external debt are even high, 
than those given in the report, and it is essential that th, 
existing arrangement, which will come to an end | 
February, should be replaced by another. Meanyhi, 
we can only hope that there will be some indication befor. 
long of what is going to happen when the Hoover year is wp 

Such is Germany’s financial policy, and it is believed thy. 
there is no other way of avoiding bankruptcy or inflation, 
We all know people who would like to get out of payin, 
their debts; we have them here in Germany as well, an. 
these are the people who are at the moment pressing fora 
policy of inflation. It seems beyond question that restric 
tion of credit and deflation have gone too far, and manj. 
think that the mark has been stabilised at too high a level. 
There is a tendency, even in responsible circles, to try t 
get the resulting high pressure relieved, if it. can be don 
without danger of inflation. When England’s position, 
owing to the attitude of her creditors and the inability af) 
Germany to repay her short-term credits, also becamt, 
critical, and it was decided to allow the sterling exchangt. 
to find its own level without official management, tt 
temptation in Germany to follow suit was great. Cot 
ditions in the two countries are, however, complete 
different, and besides, although a managed currency 1 
not lead to inflation, people in this country have such 4 
horror of the possible risks to which such a course might 
expose us, that the first note of alarm in the press vs 
sufficient to elicit a declaration, from parties and indust! 
organisations alike, that nothing would induce them ever i 
recommend an inflationary policy of any kind. 


Se vernment and the Reichsbank have followed their 
with an even more empha = 
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How About England ? 


V. How Asrour Encian ? 

HAT then is England going to do? That is the 

question on everybody’s lips at the moment, for our 
fate largely depends upon the answer. At what level will 
t the pound be stabilised when the moment comes, and what 
ib] is going to be England’s fiscal policy ? Lastly, what are 
the consequences going to be for ourselves and the rest 
Ww ofthe world ? 
hat, The present position, in so far as Germany is concerned, 
i. is clear. She can only come to the reasonable arrangement 
ing | that she desires with her creditors if her foreign trade is 
al expanding and her home market stable. The devaluation 
12, of the pound has, however, already hit her a heavy blow by 
tie, increasing the competitive strength of British industry. 
aly) Coal, iron and textiles, as well as other German industries, 
vl. have all suffered. Most of our people believe that the 
ro) effects of the devaluation may not last—internal prices may 
on, follow the external rate of the exchange. But this need not 
necessarily be so—wages, for instance, may not go up. But 
if British economic pressure on our trade continues and we 
are at the same time asked to make payments which are only 
possible while trade is expanding, the whole situation will be 
completely changed for Germany. 

And there is another danger ahead. There is talk in 
England of a general tariff, at all events of new customs 
barriers of some kind or other. We have vividly in mind 
the effects of the Italian customs policy and the difficulties 
that Germany is experiencing with countries like Switzer- 
land and Denmark, in consequence of her endeavour to 
pct imports and exports. The outlook is certainly 
dark. Turn where one will there are rocks ahead. Petrol, 
nitrogen, the money market, the exchange and the customs, 
1t 1s the same with everything. If all these fears are 
realised, it will not matter very much to us whether we 
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have Or. Brüning or Herr Hitler for a ruler, or Whethy, 
France is willing to disarm or not. 
One thing, however, may be taken for granted, Th, 
Cornea people has not lost hope. The guidance and t 
“will to live,’ which in the last resort may prove th, 
decisive factors, are not absent. Here in Germany w 
cannot get far enough away from the scene to see things i} in 
their true perspective. It seems to us to be all chao. Í 
particularly in the political arena. But it may be tha 
later on it will be recognised that to-day’s troubles are th. 
inevitable repercussions of a fundamental reconstruction | 
which is destined to transform, not only the modern Stat, 
and the political and economic ideas to which it owes it 
present form, but, what is far more important, the men and 
women on whom the task has fallen of grappling with thi. 
tremendous problem. | 
| 
| 


Germany. 
November 1931. 
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THE MANCHURIAN CRISIS 


CHRONICLE OF EVENTS—SEPTEMBER 19 TO 
OCTOBER 19 


N attempt is here made to extract from a welter of 
UNG scr and unverifiable reports an accurate chronicle 
of the development of the Sino-Japanese crisis dating 
from the Japanese occupation of Mukden on the night 
of September 18-19, up to October 19.* 

Feeling against China was running very high in Tokyo 
during August and early September. A series of incidents 
occurred between Chinese and Japanese subjects in China 
during the summer, and early in September the Japanese 
press was urging a “ strong ” policy upon the Government 
and pronouncing that no less that three hundred “ points ” 
were at issue between Japan and China. Throughout this 
period feeling in Japan was exacerbated by a newspaper 
campaign in connection with the case of Captain Nakamura, 
who, according to Japanese military leaders in Manchuria, 
was murdered last June by Chinese soldiers on the borders 
of Manchuria and Mongolia. A meeting of the Japanese 
Cabinet was called on September 8 to consider the situation. 
At this meeting the War Minister denounced the “ pro- 
crastination ” of the Chinese Government in dealing with 
the case of Captain Nakamura. An investigation was at 
the time being carried out by the Chinese authorities at 

ukden, and the Japanese Cabinet decided to await the 
ie on of this inquiry before taking action. A 

"ton was passed to the effect that the military 
TA map showing the region affected will be found in the appendix. 
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and diplomatic authorities would act in concert “ regardiny 
what action is to be taken if the Chinese fail to sho, 
sincerity in promptly conducting the negotiations.” i 
The Chinese view at this period was summed Up by 
General Wan Fu-liu, the Governor of Heilungkiang, th. 
northern province of Manchuria, who declared: “ Thal 
so-called Nakamura affair is nothing but a pretext no, 
being utilised by the Japanese for the realisation of the 
objective—penetration into Manchuria.” | 
On September 9 the Asahi expressed the view ing 
leading article that the Japanese War Office was pressing 
“ the security occupation of an important region in Man l 
churia or Mongolia.” l 
On September 18 the Tokyo papers contained reportsto ) 
the effect that General Jung Chun, chief of the staff of th ; 
Manchurian army, had informed the Japanese Consi) | 
Mr. Morioka, that proof had been obtained that Captain i 
Nakamura had been shot by Chinese troops on June af, z 
and that a detachment had been despatched to arrest th] a 
perpetrators of the outrage. | 
Late at night on September 18 Marshal Chang Hsueh 
liang, at Peiping, received a telegram from Mukden stating 
that at ten o’clock Japanese soldiers opened fire upon the 
Chinese city, killing a number of Chinese troops, that the 
Chinese military camp, the arsenal and the Chinese cit 
were under shell fire, and that the local Japanese civil 
authorities declared themselves powerless to control tht 
situation. The message stated that the Chinese force 
were not retaliating. Marshal Chang Hsueh-liang set! 
an urgent telegram in reply, ordering the Chinese troop 
to take no action against the Japanese, Japanese repo! 
stated that a clash had occurred on the outskirts of Mukde! 
between Chinese and Japanese troops after an attempt ha 
been made by Chinese troops to destroy a portion & the 
South Manchuria Railway line. Later it was reported that 
the Japanese troops had occupied Mukden, no resistant 
having been offered by the Chinese. 
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By three o’clock on the morning of September 19 all tele- 
graphic communication of a political character had ceased. 
a | The headquarters of the Japanese army in Kwantung 

Hi were transferred to Mukden, the Commander-in-Chief, 
Th, | General Honjo, leaving Dairen at 3.40 on the morning of 

| September 19, on a special troop train, with 800 infantry- 
il men. At about 4.30 in the morning Japanese troops 

"occupied Kwangchengtze, the Important junction of the 
i l South Manchuria Railway, the Chinese Eastern Railway 
Ma and the Kirin-Changchun Railway, and Japanese rein- 
‘Sit forcements moved up to various points along the South 
Man. | Manchuria Railway. A division in Korea was given orders 
to hold itself in readiness to proceed on special service to 
‘sto Manchuria. At Tokyo a hastily convened Cabinet meeting 
f the issued instructions to the civil and military authorities in 
ns | Manchuria to do their utmost to localise the issue. Later 
pull in the morning Japanese troops occupied Newchwang 
e % and Kaopangtse. Early in the afternoon it was officially 
t th) announced in Tokyo that “ the destroyed section of the 

| South Manchuria Railway had been repaired,” and orders 
suek already issued by the Japanese War Office to troops in 
ating | Korea to proceed to Mukden were cancelled, 

Although a considerable number of Chinese soldiers 
were killed during the shelling of the Mukden arsenal, the 
rapid deployment of Japanese troops and the occupation 
of various points was accompanied by very few casualties 
on either side, the Japanese losses being negligible. 


ly. 
R 


rs] The Chinese Foreign Office lodged a formal protest 
sett) with Mr, Shigemitsu, the Japanese Minister to China, 
oops| and on September 20 Dr, C. T. Wang announced that 


the Chinese National Government was “ greatly exercised 
over the situation caused by the unprovoked attack of 
Japanese troops on Mukden and other cities in the three 
“astern Provinces,” He said that the Chinese Government 
eee reparing an appeal to the League of Nations and the 
Signatories of the Kellogg Pact. ~ an 
“panese warships were despatched from Dairen to 
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Chinese ports on the north Shantung coast for the J 
tection of Japanese nationals. Dr t 

Feeling was running very high in Nanking, bu al 
Government did its utmost to calm the people, anq \ k 


T. V. Soong, the Minister of Finance, played an hd : 


part in shaping and pressing this policy of moderati, 
The Chinese Government sent a second note to Japan, _ j 
On September 21 fighting continued in Manchu i 
Japanese troops advancing towards Kirin, and Japans. 
nationals evacuated the province. In Harbin there w å 
some display of anti-Japanese feeling among Soviet officiah, m 
In Tokyo there was a Cabinet crisis with regard totke jn 


despatch of additional troops to Manchuria. The ney Ja 
broke of the beginning of the peace movement betwen ef 
Canton and Nanking, which has been progressing throu” zo 
a web of rumours up to the time of writing (October ul an 
when a formal conference between the two parties is ol 

the eve of taking place in Shanghai. A large demonstratin or 
of students was prevented by the authorities in Peipių! on 
Meanwhile, in the evening, General Minami, the Japans. at 
War Minister, sent reinforcements from Korea into Mar 


churia on his own initiative. Later Kirin was occupitt Fe 
by Japanese troops. a 
On September 22 Japanese troops were deployit M 
towards Harbin. There was a second Cabinet crisis $| Te 
Tokyo, Baron Shidehara, of the Foreign Office, and Generi = 
Minami, of the War Office, taking opposite views wit D 
regard to further activities in Manchuria. The Japan“ 
Government announced that the temporary militar) S 
administrations in Mukden and other occupied towns! S 
Manchuria were landing over to the Chinese civil autt b 
rities, In Nanking mass meetings of students took pl M 
urging a warlike policy upon the Government, 4? We 
Chinese Government took special precautionary men to 
to protect Japanese nationals in Nanking. in 


On September 23, ali the Japanese evacuated Nag 
There was another mass meet Cn 
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dents demanding war against Japan. Meanwhile Japan- 
hes troops consolidated their position in the province of 
| at and the Cabinet in Tokyo arranged for the despatch 
of troops to Harbin. In Nanking the first message from 
Geneva signed by Senor Lerroux produced a calming 
effect. China issued her third protest to Japan. In 
Hankow anti-Japanese demonstrations took place, but there 
was no damage to life or property. 
During the next few days, various military incidents 
were reported from Manchuria. Wherever Chinese troops 
were concentrated, Japanese aeroplanes dropped bombs 
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in order to ensure their dispersal. On September 25, the 
m Japanese Government issued an official statement to the 
a effect that troops were being withdrawn into the railway 
hy zone, and that small detachments only remained in Mukden 
j, and Kirin. 
o On September 26 there was a violent reaction in Nanking 


uj on the receipt of disappointing news from Geneva, and 
| on September 28 a party of incensed Chinese students 
attacked Dr. C. T. Wang in the Foreign Office. 
On September 30 Dr. C. T. Wang resigned his post as 
Foreign Minister. The position has not yet been filled, 
and the work is being shouldered for the most part by 
Mr. T. V. Soong. Meanwhile there are many rumours 
regarding independence movements in Manchuria and 
Mongolia, which are believed to be inspired by the local 
Japanese authorities. There have been accusations from 
China and denials from Japan, and it has not been possible 
to ascertain how far these movements have been serious 
or how far they have received Japanese support. 
n On October 2, Japanese aeroplanes reconnoitring dropped 
ombs upon: Chinese troops stationed along the Harbin- 
Sey, and on October 4, four Japanese destroyers 
ted to proceed from Tokyo to Shanghai “ owing 


to t s c - 
i he increasing gravity of the anti-Japanese movement 
n the Yangtse Valley.” > 


n October 8, 
G2 


Japanese aeroplanes dropped bombs upon 
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Chinchow, which had been adopted, after the captur d 
Mukden, as the temporary headquarters of the Manchariy 
Government. Several Chinese were killed and the al 
habitants of Chinchow were thrown into a panic. On th. 
following day the Japanese Government explained th 
bombing of Chinchow on the grounds that the aeroplan 
were first of all fired upon by Chinese troops. It wa 
admitted that the Japanese aeroplanes dropped abon 
seventy bombs, causing considerable damage. i | 
On October 11 Mr. Shigemitsu, arriving in Nankin 
from Shanghai, presented a note from Japan to the Chines. 
Government protesting against the anti-Japanese agitation 
in various parts of China and warning the National Gover. 
ment that it must take responsibility for the consequences | 
if the movement is permitted to continue. On October y 
Nanking replied, stressing particularly the fact that whil 
the Chinese Government had done its utmost to contr) 
the growing indignation against Japan which had beet 
increased by recent incidents, such as the bombing d| 
Chinchow, it was impossible to prevent a refusal on the 
part of Chinese traders to handle Japanese goods. The, 
Chinese Government declared that, in spite of Jarai 
provocative action, it would continue to give protectio 
to the lives and property of Japanese nationals in China. | 
From now on the situation in Manchuria remainel 
unchanged, and the centre of affairs, which had alread) 
shifted from Manchuria to the Yangtse Valley, appeared 
to shift once more to Geneva, where the League Count 
reassembled on October 13. r 
No attempt has been made to deal chronologically with 
the discussions of the Manchurian situation before ™ 
League Council or of the succession of notes and protest 
exchanged between Geneva and Nanking and Tokyo, p 
the part played by Washington. Every movement o 
Cancre, however slight, has been watched with inten 
interest in China. Fron the very commencement ° 2 
crisis on September 20, Chinese public opinion has be 
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concentrated upon the League of Nations. The Nanking 
Government, making a tremendous and extraordinarily 
successful effort to prevent the outbreak of any anti- 
Japanese incidents, and to preserve a calm atmosphère, 
has emphasised to the utmost the fact that China, relying 
upon the moral rectitude of her case, has placed her com- 
plete faith in the power of the League of Nations to enforce 
a just settlement. Public opinion is inflamed or calmed 
by the news from Geneva, and it is not an unjustifiable 
supposition that a failure now on the part of the League 
of Nations to justify the expectations of China, would 
have very far-reaching results with regard to the attitude 
of the Chinese towards foreign interests generally. It 
would almost certainly precipitate the fall of the Nanking 
Government. It is unquestionably true that the Chinese 
Government has done all that could possibly be expected 
of any government to protect Japanese nationals and to 
prevent any aggravation of the situation. 

The protests on the part of the Japanese Government 
against anti-Japanese activities have so far been supported 
by no definite examples that any such activities have 
occurred. There has been, on the other hand, considerable 
provocation on the part of the Japanese. 

On the Japanese side, never has a case suffered so badly 
for want of presentation. Japan has essential interests in 
Manchuria protected by treaties with China. China has 
repeatedly infringed both the spirit and the letter of these 
treaties. One of the most important of the Japanese 
&nevances was directed against the contemplated building 
in Chinese territory of a railway parallel with the South 

anchuria Railway and a port to rob Dairen of its traffic. 

'S Proposal is believed to be a direct contravention on 
the part of China of a treaty, the terms of which have never 
os ae public. But Japan has not yet tabled in any 

aad form the basis of her case against China. 
Zan 1t seems clear that the whole operation has 

ed a lamentable failure to co-operate between the 
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Miniseries of War and Foreign Affairs. The initia] ai 
having been taken on the night of September 18, the sup i 
mentary movements took place automatically in accorday, 
wiżh carefully planned strategic arrangements. From | 
military point of view, given that the first movement hg 
been made, the further rapid deployment of troops a 
the prevention of any concentration of Chinese troop 
were necessary corollaries if a small force, strung out od 
a wide territory, Was to be assured of protection for itd 
against potentially overwhelming forces at particular Points, 
The boycott of Japanese goods in the Yangtse Valle, 

is well sustained. It appears to be very largely a spon. 
taneous movement, and it does not seem to be conceiyahh 

that the policy, with which Japan was credited a week ap 

and in accordance with which it was supposed that sk 

intended to attempt to break the boycott by means i 

intimidation, could be successful. There have been al 


incidents in China involving the loss of life of Japans 


nationals. 


Shanghai. 
October 20, 1931. 
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APPENDIX 


Map of the Region Affected 
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INDIA AND THE ROUND TABU 
CONFERENCE 


PoP 


| 


i 
S on the last occasion, we write from India at a 
awkward moment. On the road before us—but ju 
over the rim of the future, out of sight—lies a signpost by 
which our subsequent progress will be determined. Whither 
it will direct us it is at present* impossible to foretell ; aij 
until we actually have it behind us we cannot be sur) 
whether, in looking back over the events of the last thre) 
months, we are as yet in a position to see them in their) 
proper perspective. And the signpost, this time, isal 
bigger one than that which lay before us in the last week 
of July, and points to destinations much more important 
and remote. When our last article was in course d 
preparation, the chief difficulty lay in estimating the futur 
conduct of the Congress party ; that is, in deciding whether 
an analysis of what had occurred since the previous March, 
when the Irwin-Gandhi settlement was reached, suggested 
that the Congress really intended to send representatives 
to the second Round Table Conference in London, and 
thus to fulfil what was, from the political, if not the adminis 
trative, point of view, the most important purpose for whic 
the settlement was designed. On that occasion, we 
permitted ourselves the luxury of prophecyt which, in tht 
event, proved justified, despite the fact that, a fortnight o 
so after our article was completed, both Mr. Gandhi a? 
Some other prospective delegates closely associated W" 
him announced that they had definitely decided agains 
e “ This article is dated Movember 1. 


t See Tue Rounp Taste, No. 84, September 1931, P- 829. 
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:cipating in the Conference. Possibly, within the next 
papas the arguments we adduced in support of our 
oi ee prove to have been correct also. But, how- 
Oi ey be, the uncertainty now before us is of ,vastly 
ever Pip than that provided by the intentions of a 
ae group of political leaders. The second Round 
a Conference has now been in session for over seven 
weeks, and to the majority of competent observers in this 
country it appears to have revealed or created more diffi- 
culties than it has solved. No announcement of policy, 
other than that made by the Prime Minister on January 19 
last, has up to the time of writing been forthcoming from 
the British side ; and, with things as they are at present, it 
is hard to see how any announcement that does not consist 
largely of ambiguous and unsatisfactory generalities can be 
made. Nevertheless, as was pointed out in our last article, 
and as the British public, even now, is still liable to overlook, 
there is probably no country in the world to-day where so 
much of the idealism and mental energy of the educated 
classes is devoted to political matters as in India; and 
during the last two or three decades a large and increasing 
proportion of this section of the population—probably 
80 or go per cent. would not be an over-estimate of their 
number nowadays—has been animated by an intense desire 
that their country’s constitutional status should be in some 
Way substantially improved. A full two years have now 
elapsed since the project of holding the Round Table 
Conference was first officially announced,* and throughout 
that period it has presented itself to educated Indians as 
the only practical means, short of directly revolutionary 
ree ry any satisfactory measure of the political 
they have so long and fervently desired can 


b 3 i 
3 gece Should it fail, or yield results so meagre 
è da 


a y on which this articl 


versary of Lord Trwin’s £ € was completed was actually the second 
at some such plan E ae amous statement on the subject ; but rumours 
hand. means as being devised had been current for months before- 
demanded on vari, 2 conference of an approximately similar nature had been 
arious occasions by nationalist leaders for several years. 
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and remote as to be genuinely offensive to most membe, 
the literate classes—we may discount, of course, in advay, 
the merely automatic protests which will inevitab] x 
raised, for tactical reasons, whatever the outcome may 

the consequences would unquestionably be very serion al 
far-reaching. Withina fortnight from now some annou, 
ment by the Prime Minister, or the Secretary of State d | 
the intentions of the British Government concerning w 
Indian constitutional conundrum must apparently be mal 
Upon the nature of that announcement, and its receptia, 
in this country, will depend the politicians’ conduct in th. 
future, and the historian’s interpretation of the past, | 
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í 
N describing—within the limitations imposed by a 
inability to anticipate the results of the Conference—th 
more noteworthy events and movements of opinion durin, 
the last three months, it may seem unnecessary to devot! 
much space to the subject of the workings of Mr. Gandhi, 
mind during the anxious weeks when he was deliberati 
whether to venture to London or not. The episode in it 
self now seems, from our present vantage ground, curiously 
isolated and remote; but a good deal lay behind it, at 
since its significance was perhaps at the time insufficient}. 
appreciated in England, it is proposed to take it as a start) 
point. It is of course true that, ever since the plena 
session of the Congress at Karachi ended during the lst 
week in March, Mr. Gandhi had spent a great deal of hi 
time in Gujerat, listening to and endeavouring to redre 
the imaginary or actual grievances of the peasants, @ py 
ceeding which, incidentally, now appears to have be 
somewhat misdirected, since had he, instead, carried o 
his professed intention of devoting all his energies tO see 
a solution of the communal problem, the leaders of 
varsous groups in London would possibly have been ms 
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modating to one another, and public exhibition of 
acon nity and mistrust that can exist between Indians 
the Let vc been largely avoided. It is also true that Mr. 
S T is himself of Gujerati origin, that his personal 
: influence, great though it has been throughout the whole 


Mr. Gan 


ountry, is most pronounced. in his home province, and 
C 7 A ° . . 
ultivators in the region concerning which the 


Ai : rhe C 

ty fee cee, particularly those of the Bardoli taluka, 
ak have well repaid the attentions that the Congress leaders 
tin) have lavished upon them in the past, and might reasonably 
th) think themselves entitled to claim special favours at their 


| hands. But that these considerations alone explained 
| Mr. Gandhi’s conduct, whereby the participation of Con- 
gress in discussions affecting the political future of the 
whole of India was made solely dependent on the circum- 
stances of a particular set of cultivators in Gujerat, none 
but the most ingenuous readers of Congress newspapers 
ever seriously believed. What really goes on in the mind of 
one who is at the same time an astute politician, a brilliant 
publicity expert, an honest and charming man, a humorist 
and a saint, is one of the major problems of our times, but 
we may tentatively put forward the following as constituting 
part of the explanation. 

From the time when the Irwin-Gandhi settlement was 
reached, Mr. Gandhi, we would suggest, had never decided 
whether, if it came to the point, it would really be to the 
advantage, either of his party or of India, that Congress 
should be represented at the Conference. There would be 
serious risks to be faced whichever course was adopted ; 
and when the Working Committee decided that he should 
be the sole Congress representative, the problem, by being 
made personal, became even more acute and involved. It 
Was conceivable that, extreme and unpalatable though the 
ae eemands would be, something approximating to 
ey ones ae be conceded at the Conference. The 

oti al a progressed unexpectedly far, and Great 

s In a “defeatist” and pessimistic mood, 
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distracted by domestic difficulties. Were something reah | 
substantial obtained at the second session, the Conad 
would look ridiculous by having refused to participate, ad 
the politicians who had attended the Conference woni 
return to India with greatlyenhanced prestige. Moreover b 
abstaining, the Congress would expose itself to the frequent), 
repeated taunt that it is incapable of being effective excen 
in non-co-operation, and has no capacity for constructiy 
statesmanship. Again, while the Conference was in pro 
gress, the Congress would have a difficult rôle to play, an 
might lose ground throughout the country; civil dis. 
obedience, it was agreed, could not be resumed for at least, 
some months with much prospect of success; and the 
Congress therefore, if unrepresented at the Conference, 
could do little to attract attention to itself. But by sendin 
Mr. Gandhi to London, and retaining in India plenty of 
leaders capable of keeping the organisation in good trim, 
the Congress would place itself in a strong position, both 
morally and strategically. Whatever happened, it coult 
then assert that it had done its best to obtain a settlement 
of its claims by reasonable negotiation; and meanwhile 
sufficient time would have been gained to enable the civil 
disobedience movement to be resumed with less difficulty, 
and, should the Conference fail, with more justification. 
As against all this, however, there were several 
weighty considerations suggesting that abstention would be 
the wiser course. When the Irwin-Gandhi settlement was 
reached, the prestige of Mr. Gandhi, and of the Congress a 
a whole, was at an unprecedentedly high level. But enthu- 
siasm subsides quickly in India, and already, as the summa 
advanced, there were signs that interest in the Congress an! 
its activities was flagging. In the past—and particularly 
during the fifteen months prior to the settlement—4 goe 
deal of Mr. Gandhi’s influence and authority had been due 
to the almost mystical air of aloofness and implacability 
with which he and some other Congress leaders we 
surrounded, But once he committed himself to journey 
104 
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ondon, : 
a int in company with a crowd of his own 
e 
Gor atriots, he would descend nearer to the level of 
comp , 


ordinary humanity, and lose something of the advantage 
ch his intransigence and Mahatmaship had previously 
aie tred upon him. And this was not all. Although 
E as other groups and interests which have been 
given representation at the Conference are very amorphous 
and ill-organised—the Congress being almost the only 
body in India which can be said to approximate in effective- 
ness to a political party as the term is understood in Great 
Britain or the Dominions—many of the delegates who have 
been chosen to speak for them are extremely able and 
practical men, have spent years in public life, and in some 
instances have had extensive administrative experience. 
The question must surely have arisen in Mr. Gandhi’s 
mind, as it certainly did elsewhere, whether, when sitting 
in deliberation with compatriots of this intellectual calibre, 
and with members of the British delegation, his own 
personal reputation would not suffer—despite his legal 
training and effectiveness as a speaker. Then, again, 
there were certain skeletons in the Congress cup- 
board which would probably have to be disclosed at the 
Conference, but which in India might still be safely kept 
in darkness. The question of federation, for example. 
The Congress press, when the first Conference was in 
Progress, seemed jubilant over the volte face of the Princes, 
applauding their action as a great patriotic move which 
poe the nationalist cause. _ But actually the 
: cea States’ representatives in favour of 
aan sa iste songresemen by surprise, and dis- 
densk: oi pee: ee For years they had 
a ER one : ritish India, and the more 
existing oe ad believed that, by capturing the 
i ernment, and over-riding such oppo- 
Moslems, Liberals ard other indigenous oppo- 


Sitlon as the 
Rents mi 

ght be able to muster, they would in time be able 
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to absorb the States into British India by a proces 5 | 
mediatisation and establish a united Indian republic, Y A 
ultimate implications of the Princes’ action were therefor 
despite protestations to the contrary, displeasing to Co 
gressmen ; and although Mr. Gandhi’s public utterance 
on the subject had been very discreet, he could not 
expected, when it came to the point, to agree that the ne, 
Federal Government should be established on the Austra 
lian model, that is that it should be little more than th, 
“agent ” of the various Provinces and States, or that th) ; 
Princes should have substantially more seats reserved fy 
them in the Legislature than the population of their ter, 
tories would normally warrant, or that the politicians ¢ 
British India should be denied all right of interference ip 
the States’ internal affairs. Further, there was the com 
munal problem to be faced, and the position of the Congres. 
with regard to this, at the time when Mr. Gandhi had) 
make his decision, was embarrassing. The Congress pres, 
of course, has for years sedulously fostered the idea that! 
communal antagonism is not a natural growth, arising ott) 
of long-standing social and religious differences, anli 
complicated by the advent of democracy, but a canker ini 
the body politic artificially created by the British for thet 
own purposes ; Congress leaders have frequently: claimel, 
that, were they free to devote their undivided -energies t0) 
this problem, they could solve it in no time. Yet, instead 
of concentrating his attention on the communal issue, Mr. 
Gandhi, as we have indicated, had spent the larger part of 
the period available since his triumph at Karachi in investi 
gating agrarian grievances in Gujerat, and such communi 
negotiations as there had been* had been so entirely fruitless 
that, shortly before he-was due to leave for London, the 
Congress Working Committee had thrown up the spong” 
and, by definitely plumping for joint electorates, ha 
antagonised the bulk of Moslem opinion in this countij: 
Finally, it was to be anticipated that, if Mr. Gandhi wan 


* See Tue Rounn Tase, No. 84, September 1931, p- 825- 
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reception by some of the other delegates 
ered somewhat awkward by the claim, so 
de on his behalf by his admirers, that the 
ted the united voice of an Indian nation, 
Indian present at the Conference would 


unremittingly ma 
Mahatma represen 
and that no other 


í k 
ye a right to speak. 
Se are is good reason to suppose, therefore, that the 


Gujerat business really had very little to do with Mr. 
Gandhi’s hesitation about going to London ; and in this 
analysis of supplementary reasons it is possible that there 
will be found the explanation of much that has subsequently 
happened at the Conference. No doubt Mr. Gandhi was 
perfectly sincere in the concern that he evinced for the 
Gujerat peasants, though it may be pointed out that, in so 
far as mere impoverishment consequent upon the eco- 
nomic depression and the civil disobedience movement was 
concerned, he could have found much harder cases else- 
where. No doubt also he was to some extent misled by 
Mr. Vallabhai Patel, who; it would seem, has always been 
averse to the Congress participating in the Conference; and 
who has much greater local knowledge than Mr. Gandhi, 
into supposing that the condition of the peasants, and the 
conduct of the district authorities, gave more grounds for 
dissatisfaction than was actually the case. But the real 
reasons for his agitation were certainly more substantial, 
and the state of affairs in Gujerat seems to have been 
selected only as 


hea i 
d. If the Government, in order to secure the repre- 
London, could be induced to 


i at a demands, constitute a committee of enquiry, 

oo as Se admit the principle that the Congress 

Coe pe act as an intermediary between the admini- 

| een S and the people, Mr. Gandhi could leave 
th the assurance that 


the enormous prestige which 
but which had subsequently 
had actually been enhanced. T he 


acted with commendable caution ; 
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the Congress * 
answered ; time was a 
being reached ; 
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‘ charge sheet ” was promptly and effectiyg | 
llowed to elapse without decision jus 
> ) 

a detailed schedule of breaches of dad inte 


settlement on the part of the Congress, which it w 


believed that the authorities had ready for publication inl cees 
certain eventualities, was not released ; and in the end M inal 
Gandhi suddenly pocketed his scruples and departed fy Fa 


London without having obtained more than an insignificay © ;¢ p 


fraction of what he had demanded. ao 
: 

| for 

| rate 

Il. Tue Reaction IN ĪNDIA TO THE ConFERENCE | disc 

PROCEEDINGS | mac 

i Wol 


E must now briefly indicate how the negotiatios kini 

in London since the Conference actually bega to 
have affected the state of opinion in India. There ism) pol 
need to deal with the subject chronologically, since th sinc 
proceedings have been better known to the British thn ith 
to the Indian public, and in any case by the time these ing 
words are read, the significance of the detailed day-to-day tha 
events will have been interpreted in terms of the final abl 
result, which is as yet unknown to us. A few generi eve: 
impressions must therefore suffice. Firstly, then—sinet 
we have been dealing with the topic hitherto—there at 
the reactions to Mr. Gandhi’s activities. For weeks aftel 
his arrival in England, and even during the voyage, the Com 
gress press was turgid with accounts of every detail of his 
new existence, and strenuous endeavours were made t0 
sustain the belief that the Mahatma’s presence in Londos 
would work a miracle. ‘ Gandhiji’s conquest of Lanca 
shire ” was jubilantly announced ; the special traffic arrange’ 
ments made during his passage from the East End to st. 
James’s Palace were carefully noted, as indicating his peoi 
liar status ; great significance was attached to the fact thah 
in first attending the Conference, he was given a seat 1 
to Lord Sankey ; and crowds were reported as cheering Le 
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just as in India, wherever he appeared. But this excited 
interest could not be maintained for long; the patent 
failure of the Mahatma to advance the Conference pro- 
ceedings by miraculous or other means, and particularly his 
inability to settle the communal problem, caused steadily 
increasing disillusionment, and at present it would be true 
to say that Mr. Gandhi’s stock in this country is lower than 
| it has been since 1929. ‘This is in many respects regrettable. 
For should he desire to revive the reverence and enthusiasm 
for himself, there is no doubt that he could do so, at any 
rate for a while, by issuing orders for a resumption of civil 
disobedience ; and the reports received of the speech he 
| made yesterday to the Commonwealth of India League 
| would seem to indicate that he contemplates action of this 
~ kind. On the other hand, should he decide, on returning 
1 to India, to shut himself up in his ashram and eschew 
politics again, the results might be equally unfortunate, 
since those on whom his mantle might descend would find 
0 it hard to resist the temptation to acquire prestige by initiat- 
¢ ing some fresh subversive movement ; and no one believes 


able—and some would not wish—to keep the movement 
even nominally “ non-violent.” Before we finally leave this 
topic, the attitude of the Europeans in India to the Mahat- 
ma’s activities in England is worth commenting on. Some, 
particularly the more “ race-conscious,” exhibited signs 
of annoyance and perturbation at the unexpectedly warm 
reception he obtained, and fears were expressed that the 
ignorant and impulsive British public might be deluded 
into the belief that he is what he claims to be, the spokes- 
man of a united Indian nation. ‘To others, however—as 1t 
also did to practically every educated Indian—it gave 
genuine pleasure, as illustrating the natural hospitality and 
large-heartedness of their race ; and had Mr. Gandhi, as 
Was anticipated in certain quarters, been subjected to insult, 
Particularly in Lancashire, the cofisequences here would 


ome 
‘ttainly have been unpleasant. 
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The settled pessimism which now obtains in Com 
circles concerning the outcome of the Conference, 
largely due to disappointment over the achievement 
their ‘leader; and in a section of the press, insinuap |. 
are becoming daily more frequent that the Mahatma, 
been outwitted by the subtleties and anti-Indian machi, 
tions of British politicians. Acute depression also prey 
in almost every other school of political thought, 
Liberals being particularly downcast. On all sides, q 
amongst responsible far-seeing men, one hears it argy 
that since, apparently, no workable constitution sat 
factory to nationalist sentiment can be obtained for, 
number of years, India must seek relief for the malii 
she suffers from in the same way as other countries sit 
larly afflicted have done in the past, that is, throw 
drastic internal readjustments involving bloodshed. 0y 
by surgical methods, it is suggested, can the agonisit 
pangs caused by the birth of so immense a nation be toleri 

shortened. There is widespread recognition, amo 

intelligent Indians, that no one can reasonably be blami 
‘for this; that the necessity arises naturally from 

complexity of the disease. But this does not alter 

gist of the argument ; and it is also generally held that! 
second session of the Conference, which is likely to be! 
deciding factor, has been attended by singular miski 
tunes from the outset. The first session achieved so 
surprising results, By the unexpected decision of i 
Princes in favour of federation, the whole nature of} 
constitutional problem was altered, and responsibil 
at the centre, which has so long been the unattama 
goal of nationalist aspirations, was suddenly brou 
within reach; the session also created an extremi 
valuable “atmosphere.” On the other hand, the rap 
of the advance was somewhat misleading, since, “i 
for the question of provincial autonomy,* all the impo 
decisions made were “of a provisional nature and © 


e Also recommended in the Report of the Simon Commission 
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elaborately worked out. The second session, therefore, 
was not only exposed to all the disadvantages from which A 
a“ sequel » ordinarily suffers, but was also required to fill 
in, in a painstaking practical manner, the details -of ‘a 
sketch whose outlines had already been drawn, and in 
which no exciting modifications were likely to be made. 
Meanwhile, in India, between the first and second sessions 
of the Conference, the situation had become a good deal 
more confused. Communal relations had markedly deterio- 
rated, not only owing to the breakdown of the negotiations 
between the leaders of the orthodox and nationalist Moslem 
groups, but also to an increase of friction between Hindus 
and Moslems in their ordinary day-to-day relations. 
Memories of Cawnpore were no doubt partly responsible 

~ for the latter, and also the riots in Kashmir, whose impli- 
cations were far more important than people in England 
appeared to appreciate. In addition, the attitude of some 
of the Princes towards the prospects of federation was 
becoming noticeably hesitant. 

Thus when the first batch of delegates left for London 
the political atmosphere here was already murky, and 
what has happend since has only increased the prevailing 
gloom. Despite optimistic declarations by Lord Sankey 
and others, the progress made as yet towards solving the 
four major questions left open by the first Conference— 
namely, communal relations, the terms on which the 
Princes would consent to federate with British India, 
the nature of the “ safeguards ” to be provided under the 
New constitution, particularly with regard to the army 
and finance, and the protection to be afforded to British 
trading interests—seems to Indian observers to have been 
infinitesimal. In the extremist press the deplorable failure 
of the negotiations for a communal settlement is generally 
ascribed to British intrigue, the contention being that the 
delegates were intentionally selected in such a way as to 
Tender agreement between them impossible. Elsewhere, 
however, it is recognised that, while political a acca $ 
H2 mie 
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in India remain in such a rudimentary state, a conside 
number of those invited to attend a conference out 
this must inevitably be identified with some extrem, i 
of view. But it was hoped that, when deliberating tom 
in a foreign country, beyond the reach of their | 
vociferous supporters, Indians of all schools of thoy: 
would be able to compose their domestic differen. 
that they have, nevertheless, failed to do so has cay. 


country believe that a real communal settlement can m. 
be effected here for several years, particularly now th. 
the Depressed Classes, Anglo-Indians, Indian Christie 
and others have started claiming special representatig. 
in the Legislatures on the same grounds as the Moslem, 


and Sikhs. The hesitations and reservations of cena” $ 


Princes have also given rise to alarm. Some of the mi 
rulers whose activities were most conspicuous at t 
first Conference have not journeyed to England at alla 
the Maharajah of Bikaner, who appears, more than a) 
other member of his order, to have been responsible f 
the attitude that the Princes adopted last year, is w 
returning home. Significance is also attached to the fact tt 
the press messages sent through concerning the course! 
events in London have been noticeably less volumin: 
and informative than on the previous occasion. Asa whos 
the proceedings seem to have been entirely overshadow 
by the political crisis in England ; and the appointment! 
a member of the Conservative party as Secretary 
State, followed by the staggering success of the Const 


Bo at the polls, is interpreted as being of ill ome 
ndia. 
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e controversial points at issue, and such provisional decisions 
thir as are made will fall short of those demanded by the 
Pie bulk of nationalist opinion. The British Government, it is 
th assumed, will have to impose an arbitrary settlement în 
My, certain matters, particularly as regards the communal 
ou difficulty, and then proceed to draft a Bill for presentation 
we to Parliament, incorporating therein such features as the 
awe Conference has been able to agree upon. Possibly certain 
1th eminent Indians will be asked to assist the Parliamentary 
n Committee in its work, but no Congressman will be among 
vti, them. When, or before, the Bill is passed, it will be 
istia vociferously repudiated by large sections of political 
tatiy opinion here, and the resultant state of affairs will be not 
oslem. unlike that which existed after the introduction of the 
emi ~ Montagu-Chelmsford reforms. Many nationalist politicians 
maj now appear to consider that an imposed settlement would 
n th be a positive benefit to them. Under any imaginable new 
a constitution, they must surely obtain at least a little more 
a ll control over the direction of their country’s destiny than 
ble f they have under the existing constitution, and if any 
sm feature of the machinery is of purely British manufacture, 

it will enable them to restore an appearance of unity among 
ih themselves, by denouncing on patriotic grounds what 
many, no doubt, will subsequently be willing to make 
quiet use of. But the Congress certainly will be anxious, 
and perhaps able to do more than this. Recovery from 
the effects of the last civil disobedience movement is 


nent) <. 
ary still far from complete, and the general economic depres- 
Sonst sion, despite the slight improvement in trade caused by 


a depreciated currency, remains intense. The country, 
| erefore, is in a very abnormal state. Were the Congress 
eaders to decide, as a protest against the conclusions 


ng yy es 
pp% Eia the Round Table Conference, to resume civil 
AB Sobedience, the consequences would be extremely serious, 


a might possibly lead direct to that general breakdown $. 
tae social and political structure ‘which many thoughtfal 


ODse : D i . 
Ivers believe to be ultimately inevitable. 
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II. Tue Financia Crisis AND OTHER Matra; — 


three months that have elapsed since our last ani 
was written have not been very eventful. Riots have bee, 
few in number, the most noteworthy having been 4. 
disorders in Chittagong on August 31, consequent up 
the murder of a Moslem police officer, and the renew, 
disturbances in Kashmir on September 22 and 23; bo 
were of the communal type. Agrarian unrest continug 
particularly in the United Provinces and Gujerat, be 
does not appear to have become worse. In Burm 
murders, dacoities, and affrays between the forces of the” 
Government and wandering rebel bands are still report 
almost daily, and no one in Delhi appears to pay mut) 
attention to them, or to know how a revolt which has n| 
been in progress for over ten months can be suppress 
At the end of July, when our last article was in courset 
preparation, there had been a sudden revival of terror! 
outrages—the attempt on the life of Sir Ernest Hots 
the stabbing of two British officers in a railway train, # 
the murder of Mr. Garlick having occurred within a f 
days of one another. Subsequently there was a lull, & 
attacks on the Commissioner of Dacca at Tangail 0 
August 21, and on Khan Bahadur Ahsanullah at Chittagon 
on August 30, having been the only noteworthy crime 
of this nature between the end of July and the end t 
October; but within the last week there have been ui 
further outrages of the worst type, the attempts on # 
life of Mr. Durno, in Dacca, and Mr. Villiers, in Calcut! 
having been almost simultaneous. In an endeavou! ! 
deal with the situation in Bengal, the Viceroy has be 
compelled to promulgate an Ordinance extending 4 
scope of the Bengal Criminal Law Amendment Act; 
none but the most optimistic believe that measures ê 
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as this can stamp out terrorist crime altogether, As 
regards the Congress, throughout the three months the 
yarious leaders, although they have kept quiet for fear of 
embarrassing Mr. Gandhi, have been by no means inactive, 
and there is reason to suppose that their preparations for a 
renewal of the conflict with the Government have made 
considerable progress. The members of the Working 
Committee might, of course, if they decided on the resump- 
tion of civil disobedience this year, find it difficult to 
arouse the same desire for gaol life among their followers 
as on the last occasion; moreover, funds to finance an 
extensive campaign must still be short. But it is advisable 
to remember that the success of the 1930 movement took 
most authorities here by surprise ; that loyalists have been 


~ greatly discouraged by the events of the last few years; 


that the general economic depression and the imposition 
of fresh taxation have rendered the Government unpopular 
both among the peasants and the middle classes; and 
that many of the influential zemindars have been estranged 
by the policy adopted with regard to the remission of rents. 
While, therefore, there might be less active enthusiasm for 
civil disobedience, were it renewed within the next few 
months, there is nevertheless a good deal of latent hostility 
to Government seeking to find a vent. 

As this article has already extended beyond the limits it 
was intended to fill, the concluding paragraphs, describing 
the effects which the financial crisis of September had on 
the movements of Indian political thought must perforce 
be condensed. In any case, at the moment, an analysis 
can be no more than provisional, since the emergency 
session of the Legislature, convened for the purpose of 
Passing the new Finance Bill, is not due to meet until three 
days hence. At the time the crisis arose in India, as in 
England, it had been believed for weeks beforehand, that 
Something of the kind was inevitable—the Simla session 
cbs eeeislature was in progress, and opinion was eas 

© consolidate fairly rapidly. When the p 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar ^ 
o 


s a 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


India and the Round Table Conference 


abeived on September 21 that Great Britain had aban ae 
the gold standard, and that the Viceroy had forthwith ie 
an Ordinance providing for similar action in India, bd 
without establishing any relation between the value of | 
pound and the rupee, there was of course some constery, 
tion, but the general view was that the Government’s actio. 
would prove popular. Ever since the rupee was Stabili. 
at Is. 6d. by Sir Basil Blackett in 1927, such nationaly 
leaders as were concerned with financial affairs had proteste]. 
that so high a rate of exchange was contrary to the o 
try’s interests, and during 1930, there was reason to "a 
that a deliberate export of capital was being organised, 
particularly in Bombay, by individuals who stood to nil 
substantial profits by forcing the Government to depreciat | 
the currency. The implications of the Ordinance therefor ~- 
although surprising, were by no means unsatisfactory; 
but when it was promptly followed by the Secretary o 
State’s announcement that the rupee would be linked t 
sterling, instead of being allowed to find its own level 
intense resentment was aroused. Into the technic 
details of the arguments used we need not enter. Fori 
was clear that, even if India stood to lose in one way, sli 
certainly would gain greatly by the fact that the cost of he 
sterling commitments would not be increased by th 
rupee depreciating versus the pound; moreover, th 
undertaking of the British Government to render financid 
assistance to India in certain eventualities was at the sam 
time renewed. Actually, the indignation evoked by the 
decision taken in Whitehall was based far more on CoM 
stitutional than on financial considerations. Not only 
had no reference to a matter closely affecting India’s intet 
ests been made to the Indian Legislature, which was 3 
the moment in session, but there were also grounds fo! 
supposing that arrangements provisionally made by 4 
Viceroy-in-Council had had to be modified as a result 
peremptory orders issued from the India Office. Sut 
an incident naturally caused serious offence to Indi 
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td nationalists ; there was, moreover, a good deal of sympathy 
ld, with them in European circles, since the conviction is grow- 
buy ing that it is impossible to rule a country in two places at 
the once, and that the intervention of Whitehall in all important 


| matters of policy is tending to paralyse the administration 
| at a time when strong government of some kind is im- 
iei perative. Comments of this kind were also prevalent 
| during the course of the negotiations between the Govern- 
ment and Mr. Gandhi in August. Had all three Indian 
members of the Viceroy’s Council, and possibly the Finance 
Member as well, tendered their resignations over the 
currency question, it would have occasioned little surprise, 
The emergency budget which Sir George Schuster 
shortly afterwards presented to the Legislature, and which 
is to come up for detailed discussion during the special 
session a few days hence, is certainly a drastic one, and 
it is difficult to predict its fate. On the whole, however, 
the prospects seem favourable. Substantial economies 
by way of retrenchment are to be effected, and the fresh 
taxation proposed is fairly evenly distributed; and since 
the depreciation of the currency has given some stimulus 
to trade, the sacrifices required may, perhaps, be more 
easy to bear than appeared likely in September. But if it 
becomes clear, during the course of the next week or two, 
that civil disobedience is to be resumed, all estimates of 
the future course of events, both as regards finance and 
administration in general, will have to be revised. 


India. 
November 1, 1931. 
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| 


I. Tue GENERAL ELECTION | 


HREE months ago a Labour Government was J 
office, supported in the House of Commons by 2% | 
Labour members, over 50 Liberals and a few Independents, | 
To-day a National Government is in power, supported by |- 
473 Conservatives, 68 Liberals divided into two roughly 


The official Labour party can count on only 52 members in 
the House of Commons, and this handful, together with 
the Lloyd George family party of four, form the Opposition. 
Such is the result of a series of events culminating in the 
most sensational general election in British political 
history. 

The story of these events, though dramatic, can be told 
almost uncontroversially, thanks to the volume of the 
revelations made by the participants during the election. 
The last issue of Tue Rounp Taste* left the Labour Gover” 
ment struggling with the necessity of meeting enormous 
deficits in prospect for this year’s and next year’s budgets: 
It is now known that this deficit had been estimated # 
nearly {75,000,000 for this year and at {170,000,000 for 
next year. Moreover, these deficits, the growing Wor 
crisis and the ever mounting costs of the “ dole ” ha 
profoundly shaken the confidence of the world in the vale 
of sterling, and, besides this, foreign countries, also in dist 
culties, had been withdrawing their deposits from Londot 


* See Tne Rounp Taste, No. 84, September 1931, p. 835 
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so as to increase their own liquidity. Concurrently with 
f their task of balancing the budget, the Government also 
i felt constrained to obtain credits in foreign currencies 
| in order to prevent the depreciation of the pound—an 
original credit of £50,000,000 obtained by the Bank of 
England for this purpose having been almost used up. 
The whole Labour Cabinet realised that the balancing 
| of the budget was an essential preliminary to the restoration 
| of confidence in sterling. They were substantially agreed 
| also that the budget must be balanced on the principle of 
| “ equality of sacrifice,” and part of the deficit would have to 
| be met by economies and the rest by increased taxation. 
| In their earlier discussions considerable progress was 
by ( made in defining the flees of a plan, which in its final 
ty [ form took shape in a “ provisional” agreement to effect 
economies totalling £ 56,000,000 a year at the expense of 
the defence services, the civil service, the teachers, the 
police, and the unemployed. The agreement was “ pro- 
visional”? in the sense that it awaited, for confirmation, 
the details of the new taxation by which economy was to 
be supplemented. Since these details of new taxation fol- 
lowed in the main the principles laid down by Mr. William 
Graham,* it would appear that at one time the Labour 
Cabinet were ready to present to Parliament a scheme prac- 
tically identical in principle and largely identical in detail 
with that subsequently presented by the National Govern- 
ment. Indeed, Mr. Baldwin, who was consulted as leader 
of the Conservative Opposition, has since stated that he 
believed that the Labour Government would face their 
task, and that he had promised them help in facing it on the 
lines foreshadowed to him. But when the plan was presented 
to the Trades Union Council, that body rejected it. It 
would, Mr. Henderson considered, be no use going on 
unless the Government carried their own people with 
them in the economies that they proposed. The 


$ * See an article by Mr. William Graham in the Daily Herald of ~ 
eptember 3 last, 
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Cabinet became sharply divided and, after toying with th 
idea of a revenue tariff, finally came to an open rape 
The breaking point was the proposal to reduce the a f 
of unemployment benefit by 10 per cent.,* though it | 
doubtful whether unanimity would ever have been possible 
in face of the hostility of the Trades Union Council. This | 
reduction was in itself less than other forms of retrench- | 
ment at the expense of the unemployed already agreeg | 
upon, and Mr. Alexander, one of the dissentient Ministers, | 
had reported that an adequate cut in unemployment | 
benefit as well as in the public services all round wa 
essential to the acceptance of cuts in naval pay. Moreover, | 
it had been found impossible to procure the required | 
foreign credits without increasing the amount of the pro | 
posed economies. Nevertheless all the members of the © 
Cabinet except the Prime Minister, Mr. Snowden, M | 
Thomas, Lord Sankey, and Lord Amulree resigned. | 

Mr. MacDonald might easily have given up also, but a 
the request of the King he decided to try to form a Nationd | 
Administration. Mr. Baldwin, whatever may have been 
his ambitions for himself or his party, at once agreed to 
support him, and Sir Herbert Samuel, who was leader of 
the Liberal party during the illness of Mr. Lloyd George, 
also consented to co-operate. The new Government was 
formed for the particular purpose of balancing the budget 
and restoring confidence in the national credit.t On the 
completion of its task it was understood that Parliament 
would be dissolved as soon as circumstances permitted. 
A small Cabinet of ten members was formed. Parliament 
was at once summoned, and on September 10 Mr. Snowden 
presented a second budget which practically enacted the 
plan from which his former colleagues had broken away: 

Besides the economies already detailed — totalling 
* The proposal involved a sum of £12,800,000. 
t See Mr. Baldwin’s statement on August 24. The official announcement 
stated that “the specific object for which the Government is being forme 
is to.deal with the national emergency . ... when that purpose is achiev’ 


the political parties will resume their respective positions.” 7 
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| [70,000,000 in a full year—Mr. Snowden proposed to 
Te, 7 aise (in 2 full year) £575500,000 by increases in direct 
taxation, {24,000,000 by indirect taxation, mainly confined 
to beer, tobacco and petrol, and £20,000,000 by reducing 


ble | the Sinking Funds to the actual contractual obligations 
his contained in the prospectus of the various Government 
ch- | loans. This plan balanced on strictly orthodox lines the 
eed budgets of 1931-32 and 1932-33. 
IS, But the nation was by no means out of its difficulties, 
ent | It would, indeed, have been foolishly sanguine to suppose 
Vas that a balanced budget was a sufficient buttress for sterling. 
ver, | Other unfavourable factors persisted. The value of a 
red | currency depends just like the value of everything else upon 
10: | the laws of demand and supply, and the demand for 
the | sterling continued to be less than the amount offered. One 
Mt, | reason was that the balance of trade was unfavourable to 
| this country, and on that account alone sales of sterling 


probably exceeded purchases by nearer {2,000,000 than 
onal | £1,000,000 a week. A second reason was the continuance 
of financial panic in foreign money centres, which induced 
foreigners holding sterling securities or balances to 
realise them, and convert the proceeds into foreign 
currencies. A third reason was the lack of unanimity. 
The opposition of the Labour party gave the world 
the impression that the British nation was indifferent 
to its danger or at least not united in facing it. Finally, 
certain incidents in the Atlantic fleet at Invergordon were 
interpreted abroad as the possible beginning of a general 
naval mutiny and the prelude to a revolution against the 
National Government. The part that sailors had played 
in starting revolutions both in Germany and in Russia 
was recalled. What actually happened in this case was that 
the proposals for reductions in naval pay were promulgated 
Without sufficient explanation or sufficient inquiry into the 
results upon individuals. A certain section of the Atlantic 
fleet refused duty. There is not the slightest reason tO_. 


Minimise the serious nature of this action, which was 
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indefensible and deeply resented, as subsequent even | 

Ntg 

showed, by the navy generally. But when the steps, which 
might well have been taken before the trouble, haq been | 
taken, and the Atlantic fleet had been sent to its home Ports i 
with the promise of inquiry into cases of hardship, m 
further difficulty was experienced. Meanwhile, howeye 
the damage had been done. Throughout a critical week 
the sales of sterling increased in volume and most of the | 
credits of [80,000,000 obtained by the Government for 
its support were exhausted. On September 21, Parliament | 
sanctioned the suspension of payments in gold, which had 
been the guarantee of the gold value of sterling, and the | 
pound was left without artificial defence. | 
A new situation was thus created. The Nation i 


Government had failed in its technical object of main ~~ 
taining the gold standard, but it had balanced the budget | 


y 


and succeeded in achieving its material object of preventing | 
a currency collapse which would have been reflected in | 
soaring prices. The pound bought less abroad, but it still | 
bought practically as much at home as ever it did. Ther | 
was no internal inflation such as would start this country on 
the slippery slope of printing money. Nevertheless, no 
one could tell how long this relatively favourable situation 
would continue. The Government took immediate powers 
to correct adverse monetary influences and to ched 
profiteering ; but, after all, the powers of a Government 
in these directions are limited. It became clear at any 
rate that a National Government’s task was by no meals 
ended with the balancing of the budget. At this point 
controversial issues, so far dropped by mutual consent, 
began to appear. Clearly if the country was to be preserved 
from internal inflation, the trading accounts must be 
balanced. But how was this to be brought about ? 
sorts of suggestions were made; an international confer 
ence ; the prohibition of certain imports ; some maintaine 
that the pound, no longer tied to gold, should be left ® 
find its own level. This, it was said, would automaticaly 
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rectify the balance of trade, and if the pound were kept, as 
it could be, between two extremes, there would be no risk 
of prices rising sufficiently to render an increase in wages 
necessary. Lastly—a suggestion which, unlike the others, 
raised a first-class party question—there were tariffs, 

The immediate thing to be decided was whether the 
Government should go to the country. Some, notably Sir 
Herbert Samuel, the Home Secretary, and many of the 
Liberals, were for the existing Government continuing its 
task. The bulk of the Government’s supporters, however, 
including the whole Conservative party, were for an 
immediate election. Foreign confidence, it was contended, 
could only be restored by a strong government with a 
fresh mandate, and such a mandate was in any case neces- 
~ sary, for the existing Government had only had an uncertain 
majority of 65, which would preclude it from taking highly 
contentious steps, even if it felt them to be essential to 
meet the needs of the situation. Besides, if the Govern- 
ment waited, their chances of winning an election later 
on might, as one of their opponents, Mr. Graham, had 
pointed out, be less rosy. They would certainly have to 
do a number of unpopular things, and a full five years 
term would not be too long for their purpose. Those 
opposed to an election considered it both unnecessary and 
risky; unnecessary because the Government had still two 
years to run, and the national emergency, their official 
raison d’être, still persisted. The people’s support could, 
they claimed, be assumed. The Government, moreover, 
had not as yet an agreed policy, and an election would, 
it was contended, only confuse people. As regards risk, 
lt was felt—an anxiety that was largely shared by the City 
that the uncertainty, which must prevail during an 
election campaign, would probably still further depress 
trade, and with it the pound. It would, at all events, 
distract Ministers whose entire energies were required for 
their task, After all, too, the result of the election might 


not be so satisfactory as was hoped. It was also felt that 
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Labour, nonplussed by the situation, might, if only to n 
its face, commit itself to an extreme programme, and : 
any case bitterness would result from the election, at 
the chances of bringing every party into the Nationa] fold 
be lessened. In some quarters the Conservatives Were” 
accused of forcing an election for party purposes, Bu 
it is unnecessary to pursue this matter further. In th Í 
end, an immediate general election was decided upon, the. 
Liberal supporters of the Government acquiescing, in spite 
of Mr. Lloyd George’s disapproval. i 

The question of the form of the appeal also gave rise to: 
disagreement, but after a fortnight spent in search of 4 
formula which would reconcile all differences, the Prime | 
Minister again cut the knot. He decided to go to th 
country on a simple national appeal—a doctor’s mandate, L- 
as he called it. He would ask to be granted a free hand 
to use any and every method, including tariffs, expansion 
of exports and contraction of imports, commercial treaties 
mutual economic arrangements with the Dominions o 
any other expedient which might be found useful to savè 
the nation from a currency collapse, and he issued a 
manifesto in this sense, upon which the political partie 
ranged themselves in a new order. 

The dividing line at the election lay between those who 
believed that the danger to the currency was the vital 
consideration of the hour, and those who, either denied the 
existence of such a danger, or thought it less formidable 
than some other danger. To this second category belonged 
the official Labour party, who fought the election on the 
contention that the whole national emergency was * 
capitalist. manceuvre—the so-called “ bankers’ ramp” 
and on a programme the main planks in which were the 
reversal of the cuts in the services and unemploymet 
pay, the conversion of privately owned industries 12” 
public utility corporations, the control by public bone 
of imports, exports and ‘investments, the removal of A 
control of the banks from private hands, the nationalisati® | 
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of the Jand, and free trade. Mr. Lloyd George had sup- 
orted the formation of the first National Government but 
ae throughout strongly against an election. He now 
declared that it was a Tory ramp—a plot by the Conset- 
yative party to obtain power to impose a general system of 
protective tariffs under cover of a national appeal, and he 
advised Liberals to vote for Labour rather than for the 
Government. The Liberal party, however, ranged itself 
behind the Prime Minister, though it was divided into two 
sections—one led by Sir John Simon, the nucleus of which 
was formed by those who had disapproved of the former 
policy of supporting the Labour Government, and the 
other by Sir Herbert Samuel, which shared Mr. Lloyd 
George’s fear of tariffs, but not to the extent of refusing to 


-~ participate in the Prime Minister’s appeal. The Prime 


Minister himself led a small band of candidates described 
as “ National Labour,” whose success was an astonishing 
feature even in so astonishing an election. Mr. Baldwin 
brought to the National cause the whole of the Conserva- 
tive party. He himself showed moderation and loyalty to 
the Prime Minister during the contest, defining the issue 
as the defence of the pound—tariffs, in his view, were 
useful, but subordinate to that end. The bulk of the 
party followed this line, but certain members, of whom the 
Most prominent were Lord Beaverbrook and Mr. Amery, 
did their best to make the election a fiscal dog-fight. How 
mistaken they were appears from the fact that the candidates 
whom they supported were relatively the least successful 
of those championing the National cause. Had the advice 
of the extreme protectionists been taken, there would have 
been Many three-cornered fights, but this danger was in 
fact generally avoided. The result was an unprecedented 
triumph for the National Government. Every one of the 
inisters in the late Labour Cabinet who had resigned, 
Spt Mr. Lansbury, was defeated, and of the junior 
=e only Sir Stafford Cripps, Major Attlee P 
others were returned. The greatest persona 
I I2§ - 
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triumph was the victory of the Prime Minister jy HF a 
constituency, but the reasons for his victory Die 
generally all over the country. It is widely believed D 
the bulk of the women’s vote was cast for National cag 
dates. The most telling arguments for the National a 
—advanced by Mr. Snowden in a series of devastay, 
addresses—were that the Labour leaders had run a 
from their duty; that their victory would mean irrety, 
able ruin, endangering all savings (Post Office savings amy 
the rest); that the one issue was whether these men sho 
be returned or a strong National Government determing 
as it had already shown, to restore confidence at hoy 
and abroad. The municipal elections which followed. 
few days later went much the same way. No doubt t 


National candidates benefited as much from the mish ~ 


of their opponents as from their own merits. Mr. He 
derson and his colleagues protested too much, alway: 
dangerous line. Moreover they took up an almost it 
possible position in fighting economies of which they k 
recently so largely approved, and it was difficult to unl 
the banner of free trade after their recent flirtation wit) 
tariff. Above all they had, it was generally felt, esigi 
in consequence of the attitude of an outside body, " 
Trades Union Council, towards their proposed economi 
and, on top of everything, it was a mistake to offer pe 
shouting for help in a bog a programme better suited! 
the millenium. 

During the campaign the forebodings about the ef 
on the currency were not borne out. It remained 
markably steady right up to the declaration of the res 
This was, no doubt, partly due to the growth 
confidence in the victory of the National Government, | 
it was also largely a consequence of the troubles of o 
countries, especially the American banking crisis, W 
discouraged people from selling sterling to buy dollar 
~ Whatis to happen next ? Labour has received a E 
blow. With a representation of only 52 members i] 
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reduced to comparative impotence in the House of Com- 
e indeed think that it will never complete] 
recover, and as it is there are divisions in its ranks, The 
arty whip has been refused to Mr. Maxton and the four Se 
his friends who were returned at the election, and the chair- 
man of the Independent Labour party has suggested that a 
breach with his group may not be far off. There is talk too OF 
a feeling that the unions might be better off if they looked 
after their own affairs. It must be borne in mind, however, 
that the very fact that the doors of Parliament are shut upon 
the Labour leaders is likely to lead to greater activity in the 
industrial sphere, and even in the political one, their party 
polled nearly 7 million votes out of close upon 214 million. 
History shows, too, that big battalions havea way of melting. 


mons—som 


~The National majority is the largest on record, but it is by no 


means the most homogeneous, and strength has dangers of 
itsown. One result of the election has been to force Labour 
to reconsider its whole policy. A resolution was recently 
passed at a joint meeting of the Labour party and the Trades 
Union Council in favour of closer collaboration between the 
political and industrial wings in framing political policy, a 
course which, as The Times has pointed out, is easier to follow 
in opposition than in office. But the resolution evades the 
basic question ; is the Labour party to remain primarily a 
trade union party or to become a national party ? That this 
is a live question is clear from an article by Mr. Lees-Smith, 
Minister of Education in the late Labour Government.* In 
his VOW, the Labour party “ must descend from poetry to 
prose. 


Its policy must appeal to disinterested men of good will in all 
asses, for it is now clear thata Government with a majority will 
hot be returned in this country on a pure working-class vote. It has 
eect confined itself to the direct redistribution of income by 
i ndng money on pensions, education, housing and social pees 

one end and increasing the taxation of wealth at the other end. 
ae 1s the line of least resistance, but it is the acceptance of Ce 

tather than socialism and the limitsto which it can be followe 


cl 


* See The Spectator, November 7, 1931- 
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within a capitalist society are already in sight. Labour aie 
turn its mind to those problems of fundamental reconstruction. W | 
have always been its main objective, but still have to be worked ih 

in practical detail. Oy 


Mr. Morrison, too, said much the same thing at Sou 
Hackney, and the Daily Herald (the Labour daily) notic 


his remarks with approval. 


The Labour party (he said) must review its policy, which i 
mained fundamentally sound, in the light of modern econo, 
and financial problems. . . . There must be more emphasis yp, 
constructive socialism, which would win to their support the intel 
gent middle class no less than the intelligent working class, Thy 
must be less emphasis upon the cash benefits of Labour politics! 


i 


But there are differences, too, among the reformists. M 
J. D. H. Cole also considers the old idea of milking i 
capitalist cow not socialism at all, and, anyhow, played o 
He recognises the need for fundamental reconstruction, br 
he does not wish to see Labour “a national, classless patty, 
Its defeat, indeed, he puts down largely to the fact th 
it was going in that direction, and he believes that 0 
coming Labour party will be far more extreme than thet 
one, though “ its extremism will be essentially construct 
and realistic.” t To turn to the victors, however, the Cons 
vative party is overwhelmingly preponderant in the Hous! 
Commons, but the bulk of its members must realise th: 
they owe their presence there to their advocacy of a nation 
and not of a party policy. The Prime Minister is the 
on whom all eyes are fixed. His personal followers are 
mere handful, but for all that he enjoys an exception 
powerful position, for he is the linchpin of the Natio 
Government. His leadership is indispensable if it is to™ 
together. And there is a formidable rock ahead, on which! 
unity might split, the question of tariffs and the ust! 
which they should be put, if it is decided that they’, 
necessary to prevent a currency collapse. His W 
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* The Times, November 2, 1931. 2 
t See The New Statesman and Nation, November 14, P- 60 
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The General Election 


he decisive voice. But the Conservative party know that 
they would be storing up a defeat as great as their recent 
victory if it could ever be said that they had used the Prime 
Minister as a stalking horse, while the Liberals would find 
it dificult on their side to challenge successfully the 
impartiality of the man who has so recently had the courage 
to cut himself free from his old party in order to do what he 
thinks right for the nation as a whole. 

In forming his new Cabinet the Prime Minister has given 
up the idea of having only ten members. There are now 
twenty—eleven Conservatives, three Liberals, two National 
Liberals and four National Labour. The principle of 
numerical strength has played no part in the selection, and 
the willingness shown by the Conservatives to content 


gh themselves with less than their relative strength might 


have led them to expect has made a good impression. 
For the immediate purpose in view the most important 
departmental posts are naturally those of the Chancellor 
of the Exchequer and the President of the Board of Trade. 
They are filled respectively by Mr. Neville Chamberlain 
and Mr. Runciman. 

The victory of the National Government has gone far 
towards re-establishing foreign confidence, but the nation 
is by no means out of the wood—the dangers indeed which 
have to be met are, as is made clear elsewhere in this issue,” 
as great as ever, and they depend upon world factors, 
many of which are beyond the control of any single 
nation. The election has brought a breathing space. It 
will enable our problems to be considered without haste, 
but it must also be without rest. The National Govern- 
ment, like its predecessors, will stand or fall by the event. 


` 
2 ce articles) entitled Cee UB eet Tener Earthquake 
The World and the Crisis. 
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On; the shock of the historic decision of September, 
had worn off, British industry, or at least Britis 
exporting industry, breathed more freely than it had do 
for six years. It was as if a load had been lifted from th. 
back of every manufacturer north of the Trent. Tiy 
anxieties naturally concerned the sharp rise in the sterlin 
prices of imported raw materials and the difficulties ae 
the adjustment of contracts in sterling. But these we 
soon realised to be more than offset by the competitiv 
advantage of the exchange bounty upon British export. 
which follows the reduction in their gold price. Wea 
still too close to the event to measure the full effects, bu 
writing now, nearly seven weeks after we cut adrift fron 
our gold anchorage, there are many grounds for hope thi! 
the expectation of industrial revival will not be disap 
pointed. There are almost as many grounds for unc 
tainty; a few days or a few weeks may falsify the mo 
cautiously drawn conclusion. The one thing that mj 
count for most is the psychological reaction ; the mood 
depression and despair has been broken at last. 
At the moment, the unemployment figures offer the më 
striking index of change. Improvement began to 
reflected in the returns in the first days of October. b 
tween September 28 (when the total for Great Brita 
reached the highest figure recorded, 2,824,772) and Octob 
26, there was a fall of nearly 100,000. The decrease W 
unevenly spread. In the southern divisions—south % 
line drawn from the Bristol Channel to the Wash—th l 
was an increase in unemployment, mainly seasor® q 
over 40,000. North of that line—in the midland | 
northern counties, in Wales and Scotland—there be 
decrease of about 140,000. The largest fall was vi 
Midlands, where the number of registered unemplol 
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The Pound and Industry 


dropped by 12 per cent., and in the north-western and 

f north-eastern counties, where the drop was over 6 per cent. 

The improvement in employment was seen first in the textile 

trades—cotton, wool, lace, hosiery, linen, jute and silk ; 

ra the boot and shoe trade ; the pottery trades; motor 

iti}, manufacture ; and in coal mining. Metals and the heavy 

don industries have responded - more slowly. The lighter 

1th metal trades moved first; pig iron production increased ; 

Tie but a revival in steel, heavy engineering and shipbuilding 
_ iş much less in evidence. 


tiy, ae 

at By the side of the rosy pictures of industrial revival given 

we. in the newspapers, the unemployment returns might not | 
ttn seem too favourable. The lag between the first spurt in | 
por: confidence and its translation into workshop and factory 

h w activity differs much from industry to industry. The 

„bw increase in employment has affected first the “ temporarily 


| stopped ”—those on short time or “stood off” for short 
periods. But as factories and mines that have been closed 
are slowly brought into production again, the numbers of 
the “ wholly unemployed ” are being touched, although not 
sufficiently as yet to offset entirely the seasonal increases 
(especially in building trade unemployment, which is 
above the normal), and whatever effects the economies in 
expenditure on public works may have. After the middle 
of November the unemployment figures may be affected 
by the administrative changes which are reducing the 

numbers drawing benefit. ; 

The depreciation of sterling gives, of course, a two-fold | 

| 


stimulus to industry, through its operation as a bounty on 
exports and a check on imports. So far the exporting 
stimulus appears to have been the more immediate and 
M™portant, and the advantage will remain so long as the 
gap between sterling and gold prices continues. Our main 
competitors in the export of manufactured goods remain 
on the gold standard, and as a considerable part of our raw 
Materials is drawn from countries which have left gold, _ ~ 


t ; 3 to 
ere is a strong balance on our side. The tendency 
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replace foreign imported manufactures by British i 
home market may be slower to operate, as there are an 
to be absorbed, and these may have been increased dea 
the last two months in anticipation of the introduction F 
customs tariff. Moreover, it appears that foreign i 
in a number of cases and for a time, are under such Press, 
to export that they are prepared to make Concessions j 
price which will cut away some part of the “exchan, 
tariff” advantage to the home manufacturer. As, hod 
ever, 80 per cent. of our 1929 imports of manufactu 
goods came from countries still on the gold standard, an 
as only 50 per cent. of our raw materials proper came fron 
countries now on gold, the ultimate advantage should}; 
on our side, as the value of the finished goods is a good dal 
more than that of the raw materials used. The obsession“ 
many manufacturers with a tariff for its own sake, and th 
rather hysterical outcry against all imports as “ dumped” 
have tended to obscure the very real change that has taka 
place in the position of the home market. 
The case of the cotton trade may be taken to illustrat 
the new situation of the exporting trades. In Augusti 
could be said that no more than 50 per cent. of Lancashire 
active spindles and 60 per cent. of the active looms wert# 
work; this is to leave out of account entirely the fifth o 
the machinery of the industry which was entirely shi 
down. The reaction to the departure from the gol 
standard was immediate. For the first ten days or % 
the increased business was mainly initiated in this count! 
by producers who, having long relied on the weakness * 
the yarn market, now hastened to cover themselves fo 


2. -A 


prices. Foreign orders came in briskly in the early days" 
October. Between September 21 and November 2 E 
was a drop of 62,000 in cotton trade unemployment i 
Lancashire, of which 12,000 was among the “ o 


9 o eri 
unemployed.” This represented a decrease in the PA 
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centage of insured workers unemployed from 41°3. to 

pois. ‘rhe increase in production was probably less than > 
these figures may suggest, but it received a good deal of 

ublic notice because whole districts in Lancashire Were 
suddenly raised from the depths of depression to an 
activity which they had not known for two years. Other 
districts, whose types of goods had not yet been called 

into demand, were for the time little influenced. 

As the revival will not be reflected in the Board of Trade 
returns until November, quantitative estimates are hazard- 
ous. The most important demand came from China, 
where since the war Lancashire’s loss of trade to Japan has 
been catastrophic. Chinese purchasing power has increased 
with the sharp rise in the price of silver, but currency 
~~ conditions have had a powerful ally in politics. The anti- 
Japanese boycott, which followed the Manchurian trouble, 
diverted to Lancashire Chinese orders for yarns to supply 
the Chinese mills, and for cloth, and lines of goods have been 
asked for which Lancashire merchants had long ago given 
up for lost. Anti-Japanese feeling has also spread to the 
smaller Far Eastern markets, where Chinese merchants 
have influence. There is further a normal seasonal increase 
in business to be taken into account. It is, therefore, not 


thd} easy to assess the weight that should be given to the mone- 
shut tary factor. But it is clear that in all the markets in which 
gol Japan has been a formidable competitor—in China, South 
r| Africa, Egypt, Iraq, the Near East, Australia, East Africa, 
intl) and so on—a definite handicap has been imposed on her 
ss) trade, a handicap that is felt both in gold standard coun- 
5 {ot tries and in those that have followed sterling. In most of 
vard these countries Lancashire has experienced an increase of 


demand. 

a onl be a rash assumption that sterling depreciation | 
‘ Itself is enough to create an automatic transfer of trade : 
tom Japan to Lancashire. It was commonly said a few 
Months ago that Lancashire goods were about 15 per cent. - 


too dear to be competitive. If this could be taken as the 
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measure in which British costs were too high 
seem to have been overcome in some branches of trade 
It is now calculated that, allowing for the increased can ‘ 
cotton in sterling (the price is set by the United g 
and cotton in India and Egypt moves in sympatheti 
relation, although these two countries have followed 
sterling), Lancashire can sell plain grey cloth of the type 
Japan has almost monopolised in the East at a reduction af 
15 per cent., and the more finished types of goods at eyey 
greater reductions. Japan, however, has revealed consider. 
able elasticity in competition, and has cut the prices of. 
her standard goods since September 21. In Australia 
even after sterling left gold, and in spite of tariff discrimin. | 
tion, Japan could sell at 7$ per cent. below Lancashire in 
some lines. Japanese competition has by no means been ~ 
disposed of ; the most that can be said is that the fight | 
has become more equal. The morals which trade missions | 
and trade advisers have drawn from the decay of Lana 
shire’s Eastern connections still need to be pressed home, 
Moreover, if Japan should be forced off gold, as itis 
possible she may be, Lancashire’s position would be, in 
relation to her most dangerous competitor, as bad as ever 
Awakening interest is reported from nearly all Lano 
shire’s markets, even in India and South America, which 
have been so much depressed through the weakness o 
commodity prices, Many orders can be traced toa transfer 
from European competitors who remain on gold—from 
Italy, Switzerland, Czechoslovakia, and Holland, and (in the 
trade with South America and Canada) to a transfer from 
the United States. In Europe itself, more orders have beet | 
booked, but little is hoped for until general financial col 
ditions improve. All this would be a good deal more a 
couraging if there were any conviction that the spurt i 
Lancashire trade is part of a world revival. Some evident i 
exists of a slight increase in the world production of cotto? | 


> It woy 


tates, | 


: : 2 the f 
to be no more than an increase in Lancashire’s share at% | 
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expense of other producing countries, many of which are 
pardly less depressed. - ; 

Many of the conditions which apply to the cotton trade 
revival hold good of the other industries in which unem- 
ployment 1s falling. In the coal industry, for instance, the 
improvement 1s not uniform, although production has gone 
up and quotas have been increased. The departure of the 
Scandinavian countries from gold has given British ex- 
porters a marked advantage over Germany and Poland, but 
one which those countries are striving hard to counter. In 
some other European markets the British exporter has to 
face bounties and licences and import regulations which 
may whittle away much of his gain. The difficulties of 
foreign exchange—through the lack of facilities for for- 
ward dealings, and the restrictions on exchange transac- 
tions which exist in most countries—have also hampered 
business, and have deterred manufacturers and merchants 
in many industries from putting forward the effort needed 
to take up or capture foreign orders. 

The cheerful tone of industry has its counterpart in the 
labour situation. The movements for wage reductions 
have, for the moment at least, been sidetracked. There 
has, however, been no movement in the other direction, 
and the estimates of the London and Cambridge Economic 
Service suggest that an increase in the cost of living index 
serious enough to justify higher wages is hardly to be 
expected, 

Optimism runs so strongly that the dangers, external and 
internal, receive less than their share of attention. At 
best our hold on prosperity is precarious. A further fall 


„in world gold prices, a nearer approach of sterling to gold 


Parity, the forcing of other countries off gold, or the con- 
traction of the channels of trade by new restrictions would 
neutralise our advantage. No lasting revival can be looked 
for while the world depression remains so intense. Even 
if the credit crisis is miraculously overcome without further 


c E a i 
*tastrophe, the problem of Great Britain’s high costs 1$ only s 
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partially solved. Industrial reorganisation and the cor 

tion of wage disparities, have become no less vital, Sa 
Economy Act and the Anomalies Act will between them i 
a long way towards removing the features of the unemplo. 
ment insurance system which have hampered indust, 
flexibility, but they are not a substitute for the thorough 
reform that we may look to the Royal Commission to 
propose. The old individualist Adam, whom depression 
had bruised but not destroyed, is rising again in the cotton 
and coal industries and improved demand is being used 
as an argument for dropping all attempts at a unified policy, 
The cotton industry may shortly pluck up courage to 
apply to Parliament for the creation of a statutory body to 
raise funds and administer them in the purchase or immobil- 
isation of surplus plant. ‘This may put a strain on the ney ,-~ 
Parliament hardly less severe than that which the question 
of the continuance of the coal marketing schemes my 
impose. In some other industries it is much to be feared 
that preoccupation with the prospects of tariffs may inter 
pose a fresh obstacle to internal reorganisation. 
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IRELAND : EVENTS IN THE FREE 
STATE 


I. Tue FALL OF THE POUND AND THE INTERNAL UNREST 


LMOST alone among their European confréres our 

politicians spent a quiet and well deserved summer 
holiday. Amidst the Kerry mountains, in Breton villages, 
on the wild coast of Connemara and in similar places they 
have enjoyed such fresh air and sunshine as this terrible 
summer afforded. But in the end the rumblings of the 
economic crisis reached Dublin, and the fall of the pound 
from the gold standard brought them rushing back to 
duty. The British economy budget had aroused little 
more than a passive sympathy with our neighbour’s plight, 
and few, save close students of the situation, realised the 
instability of sterling. A few days before the crash came 
Mr. J. W. Dulanty, our Commissioner in London, had 
pointed out that it could only be regarded as unfortunate 
for British manufacturers’ and workers’ interests that trade 
with the Free State was becoming so lopsided, and that 
British purchases of Irish produce had declined so heavily. 
It was difficult, he declared, to see how the Free State 
could continue to maintain its comparatively large pur 
chases in England if the British market became still weaker 
for Irish commodities. As soon as the financial crisis 


burst the necessity and chance of redressing this situation 


e ; sible 
Came more apparent, and Mr. Cosgrave, in a sen iple. 


Message to the nation, exhorted the people to e first 
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Irish produce and manufactured goods and aftens 

those of Great Britain in preference to those of font 
countries. Under the Currency Act of 1927 our pound í 
anchored to sterling, and there is therefore no excha 3 
rate between the Free State and Great Britain, Thee 
no country in the world better situated than we a ; : 
supply just what the British consumer wants in the wal 
of food, and there must be something wrong somewhe, 
if we are now not able to take a leading place in British 
markets. Naturally, the Fianna Fail party, apparent | 
oblivious of these facts, have demanded that we shou. 
immediately sever our connection with sterling and prote 
our industries behind a tariff wall, or, if necessary, an. 
absolute embargo. They propose that a central ban 
should be created in Dublin and that our currency should. 
be made independent. At the same time they attack th 
Government for not enforcing economy, quite oblivioy 
of the fact that it was largely to deflate the Fianna Fal” 
promise of complete de-rating that the Government wer! 
foolish enough to introduce partial de-rating this year, it} 
the teeth of the majority report of the special commissio 
they set up to inquire into the matter. Mr. McEntes, 
one of the leading Fianna Fail deputies, in a letter to th 
press, suggests that the cause of England’s financial crist 
was that France had decisively defeated Great Britain it 
the struggle for the political and financial control d 
Europe, and that all through this struggle Mr. Cosgrave’ 
Government, the Anglo-Irish bankers, and the Free Stat) 
Currency Commission, had been on the side of Gret 
Britain against France. Now that France had won and 
Britain had lost we must share with Britain the consequenc® 
of that loss. Doubtless, if England had backed France M 
her plans to smash Germany, Mr. McEntee would hav 
been equally shocked and accused Mr. Cosgrave of simil 
evil designs. The Leader of the Labour party, Mr. yp! 
O’Connell, T.D., prophesies that the Free State is facit 


; + me 
© ap to a state of emergency almost as great, if not as imm 
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Fall of the Pound and the Internal Unrest 
diately apparent, as that which has recently overtaken 


other countries, eek 2s remedies might be best described 
as tepid and diluted socialism of a not very practical nature. 
He would provide useful and remunerative employment 
for all who are able to work, and use the credit of the 
country for this purpose. Roads, housing, harbours and 
waterworks should be constructed with money raised by 
national loans, and the millions of Irish money invested 
abroad should be induced to return to the Free State for 
these purposes. ‘These projects, if pursued seriously, might 
well land us in a similar position to that of Great Britain 
when we tried to balance our next budget. The riety 
National Centre party, which is led by Mr. P. Belton, a 
former follower of Mr. de Valera, has adopted a policy 


~ which includes the establishment of a central bank in the 


Free State, with a gold reserve and control of national 
credit, currency and banking; the financing of national 
housing by the central bank; securing the home market 
for Irish products, both agricultural and industrial; the 
complete de-rating of all agricultural land; the drastic 
reduction of all legal charges, and the codification and 
simplification of the law. ‘This new party maintains that 
the interests of the agricultural community and of the 
country as a whole would best be served by maintaining 
a party in the Dail independent of all other parties, which 
would act in all matters political and economic on the 
directions of the party executive. In short, it represents 
a purely selfish agricultural policy of the narrowest kind, 
but, as neither Mr. Belton nor his followers represent any 
considerable section of the community, it need not be 
taken too seriously. 

It would be idle to suggest that Great Britain’s failure 
to maintain the gold standard has not shaken our confi- 
ence in England’s financial position and prestige, and 
were the pound allowed to slide further towards the 
bottomless pit of inflation there can be little doubt that 
there would be an irresistible demand for the creation oi 
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Irish produce and manufactured goods and after 
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of forci 
countries. Under the Currency Act of 1927 our Pound 
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anchored to sterling, and there is therefore NO exchan 
rate between the Free State and Great Britain. Theres 
no country in the world better situated than we ate ty 
supply just what the British consumer wants in the vA 
of food, and there must be something wrong somewher 
if we are now not able to take a leading place in Britis, 
markets. Naturally, the Fianna Fail party, apparently 
oblivious of these facts, have demanded that we should 
immediately sever our connection with sterling and protec 
our industries behind a tariff wall, or, if necessary, an 
absolute embargo. They propose that a central bank 
should be created in Dublin and that our currency should | 
be made independent. At the same time they attack the 
Government for not enforcing economy, quite oblivious 
of the fact that it was largely to deflate the Fianna Fail 
promise of complete de-rating that the Government were 
foolish enough to introduce partial de-rating this year, in 
the teeth of the majority report of the special commission 
they set up to inquire into the matter. Mr. McEntes 
one of the leading Fianna Fail deputies, in a letter to the 
press, suggests that the cause of England’s financial crisis 
was that France had decisively defeated Great Britain in 
the struggle for the political and financial control o 
Europe, and that all through this struggle Mr. Cosgrave’ 
Government, the Anglo-Irish bankers, and the Free State | 
Currency Commission, had been on the side of Gret 
Britain against France, Now that France had won and 
Britain had lost we must share with Britain the consequence | 
of that loss. Doubtless, if England had backed France 1 f 
her plans to smash Germany, Mr. McEntee would have f 
been equally shocked and accused Mr. Cosgrave of snl 
evil designs. The Leader of the Labour party, Mr. Ip | 
O’Connell, T.D., prophesies that the Free State is facind | 
ap ito a state of emergency almost as great, if not as imme | 
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ae should be induced to return to the Free State for 
ae purposes. These projects, if pursued seriously, might 
well land us in a similar position to that of Great Britain, 
when we tried to balance our next budget. The new 
National Centre party, which is led by Mr. P. Belton, a 
former follower of Mr. de Valera, has adopted a policy 
~~ which includes the establishment of a central bank in the 
Free Staté, with a gold reserve and control of nationa] 
credit, currency and banking; the financing of national 
housing by the central bank ; securing the home market 
for Irish products, both agricultural and industrial; the 
complete de-rating of all agricultural land; the drastic 
reduction of all legal charges, and the codification and 
simplification of the law. This new party maintains that 
the interests of the agricultural community and of the 
country as a whole would best be served by maintaining 
a party in the Dail independent of all other parties, which 
would act in all matters political and economic on the 
'Tections of the party executive. In short, it represents 
2 purely selfish agricultural policy of the narrowest kind, 
ee Mr. Belton nor his followers represent any 
eas. ee of the community, it need not be 
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an independent currency in the Free State, That eae 
not take place as long as the reasonable Stability of stele 
is assured, and the action of Denmark in deserting the i 
standard in order to maintain its British trade hag heh 
us to realise the fact that our trade with England, whe 
is our principal market, could not be maintained jf i 
deserted the pound. One strange result of the Suspension 
of the gold standard in Great Britain was that, for the 
first time in recent years, the Irish bank rate did Not, for 
several weeks, follow the Bank of England rate, but w 
mained at 4% per cent. Finally, the pressure of th 
English banks, exerted selfishly through the Belfast Ban} 
(a mere satellite of the English Midland Bank), compelled 
the Irish banks to follow suit—perhaps not altogether 
unwillingly. For the first time some strong comments | ~c 
have been heard in Belfast business quarters on th 


| A OG se PA oo |N“. 


methods of English finance. P 

But the question of our external financial policy) n 
entirely overshadowed for the moment by a domestic issu} a 
of even more vital importance.* For the last few month) ri 
there has been an alarming increase of political crim,) F 
obviously directed and inspired by the extreme wingd) a 
the republican movement. On July 19 a young fam) m 
labourer named John Ryan, who had given evidence int) b 
recent prosecution for illegal drilling, was taken from hi) tl 
home at Cappawhite, County Tipperary, at midnight by tl 
armed men and was found shot dead next morning or A 
the roadside with a label bearing the inscription: “ Sp% i 
and informers beware. I.R.A.” On August 12 the tow) 2 
of Cootehill, County Cavan, on the border of Northem) $t 
Ireland, where an Orange meeting was to be held, wf i 
invaded by large bodies of men armed with sticks “i i 
railway bridge leading to the town was blown up, tt?) a 
were thrown across the roads and trenches dug, 8° t at a 


; : : t 
it was impossible to enter the town, and the platform 4 f 


i d 
= a È See Tur Rounp Taste, No. 84, September, 1931, p. 852 ¢ $44 “ap 
_ No. 83, June, 1931, pp. 626 and 627. 
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fixed for the Orange meeting was destroyed. 
strong forces of military and Civic Guards were drafted 
-o the town immediately to preserve order, anda number 
meo men were arrested for having issued military 
of pS the public streets. The Orange meeting was 
i Jd, and a serious disturbance of the public peace 
ee ly narrowly averted. This occurrence had, of 
a ae tural repercussion of anti-Catholic riots in 
course, the na 4 : 
Northern Ireland. That the so-called Trish Republican 
Army was responsible for this demonstration is proved by 
a document issued to the press by its Army Council, dated 
August 22, in which it was definitely stated that “an 
imperialist meeting at Cootehill on August I2 was sup- 
pressed by order of the Cavan Brigade I.R.A.” This 
| communiqué further asserted that the enemies of Irish 
freedom are to be found equally within the Catholic and 
Protestant communities, and their rôle is to keep the 
masses of the Irish people divided by sharpening religious 
antagonisms. It was vital, therefore, that any attempt to 
raise sectarian strife should be vigorously suppressed, 
How any one, outside a lunatic asylum, could hope to 
avoid raising sectarian strife by suppressing an Orange 
meeting in the North of Ireland it is difficult to imagine ; 
but such is the mentality responsible for the direction of 
the extremist movement in Ireland. The net result was 
E between sixty and seventy persons were injured in 
eo, Lisburn and Belfast, whilst damage 
midan a amounted to about £4000. Other 
e a E ae lately taken place include the de- 
scouts in tae men of a hut erected by some boy 
Ymocturnal 2 TA Louth, the wounding of two men 
E a ssailants in the County Clare, and a deter- 
Pt to shoot the State Solicitor in the same 
Tganisatio Ow far these occurrences are the work of one 


clear th n it is difficult to say, but it is abundantly 
at a determined attempt 


t : 5 
© overthrow established authority. 


Fall 
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terrorism 
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No executive in a civilised country could tolerat 
a menace and continue to exist, and immediately 
reassembled, on October 14, the Government intrody 
a Bill to deal drastically with the organisers of these i 
turbances. Prior to its introduction the Governinen 
members of the Dail and Senate were visited in their hon 
by members of the extremist organisation, who Sought 
from them an expression of their attitude towards the 
Government’s proposals—although these had not then beep 
made public. These members have since been under polig 
protection. The usual agitation amongst local bodies Was 
also carried on, and an attempt made to secure their con 
demnation of the proposed legislation in advance, Thi 
was only partially successful. The Act, which is entitled the 
Constitution (Amendment) Act, was passed through both 
houses of the Oireachtas under a stringent closure motion | 
in four days, and, as its title implies, encroaches upon the 

provisions of the Free State Constitution, in which careful 
provision was made for the liberty of the person, free expres 
sion of opinion, and trial by strict processes of law. It 
creates a new article of the Constitution, to be knowns 
Article 2 (a). This article establishes a tribunal composed 
five military members for dealing with political crime 
This tribunal wields powers such as no judicial authority 
has ever exercised before in Ireland. It will control all tht 
functions of justice within its sphere, including the death 
penalty, and there will be no appeal from its decision 
although the Executive Council may pardon convictel 
persons and remit the punishment imposed. Offen 
may be brought before the tribunal on the certificate of a 
executive minister, and its jurisdiction includes politic 
cases now awaiting trial before the civil courts. Further 
more, the police are armed with new and exceeding! | 
drastic powers for the suppression of unlawful associatie 
and newspapers, and for the arrest of suspects. An orë 


|a Such \ 


he Dail 


niod g 


7 040 ; k sive) 
any association is unlawful is decreed to be conclusit 
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that such association 1s an unlawful association, 
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Fall 


i ` evidenc ecial tribunal is given power to close buildings 
i and the EF ing used for certain unlawful purposes. A 
d a ee section of the Act has been drawn up to meet 
( ase of the possible kidnapping, wounding, or death 
A deputy or senator through the unlawful act of any other 


kt person. In the event of such act preventing any member 
w| of either house of the Oireachtas from taking part in its 
en proceedings, the Governor-General may, on the advice 
of the Executive Council, appoint a substitute and (or) 
as adjourn either or both houses of the Oireachtas. There can 
only be one justification for sucha measure, and it was made 
is clear by Mr. Cosgrave in proposing the closure motion, 
he namely, that if the State does not kill the existing lawlessness 
th) —-it will kill the State. In support of this contention he was 
able to point to the long list of recent crimes and incidents 
already referred to, and to the public statements of their 
organisers, the cumulative effect of which conclusively 
proves that there is a far-flung armed conspiracy to upset 
the Free State. This conspiracy has, as he pointed out, 
successfully paralysed the whole machinery of trial by 
jury and the work of the police in dealing with political 
crime. It is notorious—and indeed Mr. Cosgrave admitted 
it—that the ordinary civil judges have refused to deal with 
political crime, and therefore a military tribunal is necessary. 
It is unfortunately only too true that the present practice 
eee murder and terrorism in the Free State is an 
Te from the methods employed by the Sinn 
aoe a uring their struggle with England, and in this 
conan, el fee Se evenment is only reaping what it has 
plight, Rye r. de Valera and his friends in any better 
am a cakes that was used to justify the attack 
is eing used sa, ority by the gun under British rule 
Koea Ne Just as little moral right, to justify 
preached, before > the present Concer Those Ee 
Where the owe wine the doctrine of “killing no murder ? 
€ political—and they were, unfortunately, 
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often those responsible for the moral leadership of 
people—are directly responsible for the present condi th 
of the Free State, and the end of the bloodshed is not m 
One doubts if it can ever end until, as a nation, we defining 
admit that such a doctrine never was and never can h 
right. Such an act of national psycho-analysis might rid 4 
for ever of the assassin. The vital question of the hoy i 
however, whether the people of the Free State will NOW, one 
and for all, decisively repudiate such methods, which can 
never lead to anything but anarchy and ruin. As Mr 
Cosgrave pointed out, the test of the capacity of a People 
to maintain a stable State in existence lies in its dete, 
mination to defeat these evils. We are now, as he said 
being put to that test, and on the firmness of our action 
here and now depends the whole life of our State, as well. 
as our good name before the other civilised peoples of the | 
world. There is every reason to believe that our peopl | 
who are fundamentally moral and conservative, will rise to 
the occasion. It is remarkable that, in spite of intimidation, 
the Government and Independent members voted solidly 
for the Bill, and that two prominent members of the Labou 
party, Mr. D. Morrissy, T.D., Deputy Speaker of the Dail 
and Mr. R. S. Anthony, T.D., one of the members for Corl, 
joined them in spite of the decision of their own patty 
to vote against it. Fianna Fail has made no real attempt " 
controvert the catalogue of crime and intimidation piè 
sented by Mr. Cosgrave, It has justified itself by asking the 
Government to resign, and by insinuating that if the oath 
of allegiance were eliminated from the Constitution, ê 
would be for the best in the best of all possible worlds 
During the debate in the Dail Mr. de Valera, it is t™} 
made for the first time the, for him, remarkable declaratio | 
that there is no authority outside the Dail to take pee i 
life, and that “ if there is no authority in this House p ! 
no authority anywhere in the country to rule,” but he k ! 
_careful almost to destrey this statement by suggest ; 
that the present Government were only the success?” | i 
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. Fall British Government, and that the ordinary law 
y of Los ‘ent to deal with the crimes mentioned by Mr. 
ù was Su ogh it has not been found possible under 
i Be ditions to bring anybody to justice in respect of 
l existing The debate, with the exception of Mr. Cosgrave’s 
a ae speech, did not reach a high level, and was chiefly 


remarkable for the repetition of the usual stale taunts as to 
n what various celebrities did or did not do during the Anglo- 
an Irish struggle. It is obvious that the Catholic Church 
I ig at last thoroughly alarmed as to the situation, and the 
Most Reverend Dr. Fogarty, Bishop of Killaloe, has not 
hesitated to declare that there was a group in this country 
which had adopted the methods and principles of Soviet 
on Russia and was preparing the ground by murder, intimida- 
di tion and propaganda. This, he declared, was the peril 
Ireland was now faced with, and a bigger peril, in his 
opinion, she never before had to deal with. The Catholic 
hierarchy, in a pastoral letter, read in all the churches on 
Sunday, October 18, have definitely declared the extremist 
military organisation to be immoral and one to which no 
Catholic can belong. They point out that the Free State 
has a democratic government and that no one has a right 
to seek to overthrow that government by force of arms, 
and that this holds good, not only of the present govern- 
ment, but of any government which may follow, as long 
as it Secures the support of a majority of the people by 
constitutional means. The only criticism which can be 
ee beticleas and accurate statement of Catholic 
ae nae eet might have been written and promul- 
ean NA fifteen years ago, and that, if it had 
at ne ee ould have been no necessity to do it now. 
Pe that it is not too late. 

_ The pastoral also cond h litical ; 
tion called chee emns the new political organisa- 
it is commana Ire (Free Ireland) on the grounds that 
tion, which ae a origin and principle. This organisa- 
Order to cou cen started by the ultra-extremists in 
nteract the Government’s new move and also 
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to prevent Mr. de Valera’s party from stealing thei, d 
held its first congress in Dublin on September 26 a | 
Its objects, as stated in its constitution, are to 6 i 
and consolidate the Republic of Ireland on th 
of the possession and administration by the worker, and 
working farmers of the land, instruments of productio, 
distribution and exchange, and to restore and foster th 
Irish language and culture. The means by which thes 
objects could be achieved were by organising committe, 
of action amongst the industrial and agricultural work, 
to lead the working class and working farmers in the, 
day-to-day struggle, and to mobilise the mass of the Iris, 
people behind a revolutionary government for the ove 
throw of British imperialism in Ireland, and the organis 
tion of a workers’ and working farmers’ republic. It wil) 
be observed that this programme has a distinctly Russian 
flavour, and this has been resented by Miss May 
MacSwiney, who, although the most orthodox of extreme 
republicans, has, to her credit, refused to embark ona clas 
war to attain her objective. In a recent communication 
to An Poblacht, the extremist weekly, she asks that somt 
more exact definition of the term “workers ” shall be given 
and one that does not exclude any portion of the Irish 
people. It may be expected that the young gentlemen 
responsible for this bombastic document will not comp | 
with her wishes, and that Miss MacSwiney, who is esset 
tially religious, will not give her support to any movemell 
officially condemned by the Church. The mysterio 
republican Dail, which is in effect Miss MacSwineys | 
private parliament, has issued a pronouncement in wua 
it states that it deprecates any attempt to create class dit } 
tinctions, or promote class warfare, and warns loy q 
republicans to be on their guard against any attei | 
to entice them away, or force them to surrender thai 
allegiance. It is only too obvious that this body, which” f 
_cgmposed in part of amiable and ancient doctrint | 
‘revolutionaries like Professor Stockley, has ceased to ha | 
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control over the younger and more advanced 
‘sts, and that it will soon be completely eliminated. 
. iy analysis of existing parties, the organ of Saor 
: ae ics the Cumann na nGaedheal as the mouth- 
"i r the Bank of Ireland groupings. It set out to use 
the Treaty as a s stepping stone,” but the opposition 
‘ developing into civil war pushed the party inevitably 
. to the right until it has become exclusively the party of the 
big landowners, commercial, industrial and financial 
i interests. Nor is it kinder to Mr. de Valera, whose party, 
Fianna Fail, it depicts as that of the Irish middle class who 
h feel that the imperialists have hogged the good things the 
b Treaty should have yielded them. The Labour party 
a is contemptuously dismissed as a mere group of adven- 
ll! —~ turers living under the shadow of the Government party, 
who have failed both the unemployed and the workers. 
Acting promptly under the powers conferred by the new 
Act, the Government has constituted the military tribunal 
it provides for and has declared twelve associations, half 
of which are described as communistic, to be illegal. The 
proclaimed associations include, of course, the Irish Republi- 
can Army and Saor Eire. ‘The others are mainly satellites 
of these two bodies. Sad to relate, they do not include 
Miss MacSwiney’s organisation, Sinn Fein, or her personal 
Dail. This is the unkindest act of all. The prisoners 
awaiting trial will now be tried by the military tribunal, 
a until the results of these trials are made public no 
ree developments are probable. It is unlikely that 
to omen will take any drastic action unless further 
a EON The ringleaders of the Republican Army 
e country. 
ee of a legal nature, which has necessi- 
juisdict; €diate legislation, has arisen concerning the 
on of the Circuit Court. This court was set up 
300, as a of Justice Act, 1924, with a jurisdiction of 
by the Co mpared with a jurisdiction of £50 enjoyed 
unty Court which it replaced. The Bar of Ireland 
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strongly objects to this increased jurisdiction, be 
has reduced expensive litigation in Dublin to a minimum, 
decentralised the administration of justice—a step wh 
was absolutely necessary in a relatively poor Agticultyyy 
country like the Free State—and certain members of the 
Oireachtas have succeeded in preventing the enactment ¢ 
rules for this new court, although these rules have been 
prepared, revised and presented to the Oireachtas on four 
occasions during the last seven years. Through this 
deliberate obstruction the Government was forced last year 
to set up a parliamentary committee to inquire into th 
whole working of the Courts of Justice Act, and this com. 
mittce, although composed of carefully selected memben 
friendly to the views of the Bar, was forced by public 
opinion and results to report that the Circuit Cour 
jurisdiction should not be altered. Matters have now been 
brought to a head by a decision of the Supreme Court' 


Cause i 


e 
that, owing to the absence of legal rules, the Circuit Cou} h 
costs cannot exceed the very low scale fixed in the forma} a 
County Court. This decision, by reducing barristers’ few} le 
to a minimum, has naturally brought the Bar to its sens, | E 
and the Bill which the Minister for Justice has introduced | w 
and which will regularise the present situation, is not likey | or 
to encounter serious opposition. Seldom has there bem} de 

ar 


a better example of how a powerful profession dealing 
with a technical matter can nullify legislation, and seldom 


has such a body been more completely and properly hois! 
with its own petard. 


Amidst all these “excursions and alarums” Mr. # 
Valera’s new daily paper, The Irish Press, made its appear | 
ance on September 5. It takes as its mottoes the IriS 


text of the Four Masters: “ For the Glory of God ant 
the Honour of Ireland,” and the English slogan : í 1 en 
Truth in the News.” In make up it is a cross betwe f ad 
the Daily Express and a parish magazine. Its sporty in 


5 5 mos ) 
news is given the usual abnormal space common t0 I 


* Quinn and another v. Stokes and another, July, 1931- 
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| Its leading articles are moderate in tone 
it modern papers. & 


a ; reasonable in argument. So far it has not descended 
i Cs baser personalities of Trish low-class journalism, and 
i ms that it will not mislead its friends nor misrepresent 
he r opponents. Its advertisements indicate that its present 
of revenue must be about one-tenth of that necessary to make 
a it a commercial success, but this of course may rectify 
Tr itself in time if its circulation Increases. In any event, it 
iis may be predicted that it will at least last till after the 
n general election, which is probably imminent. 

he Irish journalism, in its widest sense, has suffered a 
T- grievous loss through the death of Senator P. J. Hooper, 
{i Vice-Chairman of the Senate. He was for many years 


lic associated with the leading Irish Nationalist paper, The 
Freemans Journal, which has now ceased to exist, of which 
he was successively London correspondent and afterwards 
editor during a very difficult period. In recent years he 
has acted as Irish correspondent for foreign newspapers, 
and was also engaged in writing a life of the late Nationalist 
leader, John Dillon. He was a brother of the late Mr, John 
Hooper, our brilliant Director of Statistics, who died last 
winter.* Gifted with a wide knowledge of affairs, a gener- 
ous mind, and a well-balanced judgment, Senator Hooper’s 


death leaves a serious gap in our national and political life, 
and he js mourned by a host of friends, 


Il. Tue TRADE BALANCE AND OTHER MATTERS 


HE Free State t 


N ` rade returns for the year ended 

f | that ne 30, 1931, show that the volume of trade during 

E.. an was the lowest since 1924. The total trade 

sf ended aos compared with £109,669,697 for the year 
1930— 

g| adverse e Las decrease of £16,384,601, and the 


as Compared with the same year, has 
The detailed figures show that the. 


BLE, No, 82, March, 1931, p. 414. 
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export of butter has fallen, and that there is a redu 
45,230 in the number of cattle exported, repres 
drop of {£900,000 in value. More pigs and horses } | 
béen exported, but fewer sheep. Strange to si i) 
quantity of potatoes exported was five and a half x j 
that of last year, and the gross value of this trade incre 7 
nearly fifteen times. ‘The practically complete Cessatig 
of work in the Ford factory at Cork is accountable A 
[1,700,000 of the decline in exports during the halt, 
ended June 1931, so that the decline in the prices 
agricultural produce cannot altogether account for Mor 
than £2,800,000 out of the total decline of 44 millions 
the same period, and, bad as the farmers’ position may by 
the lower prices for imported foodstuffs nearly compensat 
for this. But the trade returns do not tell the whole stor, 
The revenue returns for the first half of the financial yy) n 
show that receipts amounted to £ 10,916,000, as compari 
with (11,188,148 for the first six months of the 19304] © 
period. This reduction of £272,000 for the half-year wok) it 
be of little consequence were it not for the fact thats) 4 


Ctiong \ | 
entin v 


ase | 


special duty on petrol and an extra duty on sugar wett) d 
imposed in the last budget in order to meet the increas) tl 
grant allocated for the relief of rates on agricultual lant d 
The figures given show that the extra amount required ii) 1 
not been produced by the fresh taxation, and unless wy 
second half of the year, which is generally better, show! 7 
substantial improvement, there will probably be a deficit“ : 


the whole year, equivalent to the relief granted to W d 
farmers. These facts suggest the necessity for string) 
public economy, and probably increased taxation. 

An interesting sidelight on the social habits ° A E: 
agricultural population is afforded by the publication ° it 
analysis of the conjugal conditions of our population | th 

relation to occupations, derived from the recent census: Mi 

discloses that between the ages of twenty-five and thir T i 
venly 5 per cent. of famers’ sons are married, "i i 
24 per cent. of agricultural labourers and 55 p° > 
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> Jabourers between the same ages are married. 


of Pe the number of farmers’ sons of the same ages 
fl me married is about double. This pernicious practice 
Ave who ar’ 


indeed the Irish farmers’ method of birth control, ahd 
is indec ncommon to find men of from forty to fifty years 
it is mee single because of the economic impossibility of 
of age A houscholds of their own until they inherit the 
e their parents’ death. Occasionally the old people 
assign over the farm when the son marries, but only if the 
prospective bride can pay a sum large enoneh to satisfy 
the family. These conditions increase the necessity for 
developing rural industries to absorb these farmers’ sons 
and enable them to marry at an age at which they can rear 
healthy children under natural conditions. Emigration 
~~ has in the past supplied an outlet for many of these young 
men, but this door is now practically closed. 

Two important problems, both concerning the use of 
our roads, will have to be discussed by the Oireachtas during 
its present session. The first concerns traffic regulation, 
and a Bill dealing with this aspect of the matter was intro- 
duced in the Dail last July. It follows in many respects 
the new English Act. It provides for driving tests for the | 
drivers of public vehicles, and compulsory third party | 
Insurance for all drivers. As regards speed, the Bill pre- 
scribes certain speed limits for heavy vehicles, including | 

| 


omnibuses, but imposes no speed limit on the private car ; 
It lays down, 


however, that a speed of more than thirty 
miles an hour 


a i shall be prima facie evidence in a charge of 
a na driving. Driving a motor car whilst drunk is 
s g o i 

Made an offence punishable with severe penalties, 


including impr; 
ap ng Imprisonment up to six months in the case of 
“cond offence, 


€ next 


Problem arisin out of the situation, namel 
© paralysis § ) y> 


fel Competiti of our railways through the increasing bus 
rt fas been 2 » 1S not so easy to solve.* It is known that it 
dl oe 84ging the attention of the Ministry of Industre. A 
ee! | ee j 
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and Commerce for a considerable time, and legislation 

now believed to be imminent. An official communica” ) 
states that the primary object of this legislation aa 

necessarily to preserve railways or to keep branch lines o a i 
but to secure for the travelling and trading public a p: 
cheapest and most efficient services which, between ki 
the existing systems of transport can provide and conti 
to maintain. Thus it is not proposed to require rail 


à ; Les Wa be 
lines to be kept open if adequate facilities at a lower K 


m, in 
Mef su 


; My be 
can be afforded otherwise, nor is it intended that EXcessive} Jar 
road competition should continue in such a way as to Waste! bo 
the resources available for providing transport, and | ṣe 


ultimately to raise its cost. The principle enforced wil 
be that transport exists for the purposes of trade rather than 
trade for the purposes of the parties concerned in transpor |- 
and the goal aimed at is to bring about a more economi 
distribution of traffic over road and rail, based on th 
capacity of each system to provide the services that present 
conditions necessitate, at a cost which the traffic can beat, 
As the policy embodied in these proposals will probabl 
involve the closing of a large number of the superfluous , 
branch railways (which number about forty), it can b| th 
imagined that it will be strenuously resisted by the Labou lan 
representatives. The Labour party has in fact already) in 
presented to the Government a closely reasoned and cor} tor 
structive memorandum, demanding the nationalisation d| 75 
the railways. 

Another serious question which has recently bee i 
discussed, and which also needs legislation on a large 4 
drastic scale, is that of urban housing.* The Cini) 
Institute of Ireland, in a recent important memorandi | th 
on this question, states that, in order to make an adega giy 
attack on the slum problem, in Dublin alone i, | as 
should be made for the proper accommodation of apr 


a0 o wey 
18,000 families in the next ten years. They agt© Pr to 


n mud dis 


. i e l 
Rurke’s dictum to the effect that human beings i poi 
* See Tue Rounp Taste, No. 77, December, 1929, P- 136.4 
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s to be arranged and rearranged at will, but are 


The 


jay figure it with as persons of pronounced habits and 
uJ to be Be cies, and they consider that this must be 
ti definite el in connection with the matter of housing. 
i IE earne time, however, they claim that in the public 


N terest there must be a general improvement effected of 
i) in 


i ch a kind, and to such an extent, that environment will 
u . 

3 i i help—instead of, as at present, a hindrance—to a 

better standard of life. The Institute admits that the 


wl Jarge amount contemplated for the provision of houses, 
tl both in Dublin and throughout the country, is a very 
wl serious matter, and suggests that the major portion of the 
ill! cost would best be met by long-term loans, but that a 
al substantial sum might be obtained from the public by the 
t —“fiotation at the same time of a short-term housing loan at 
| alow rate of interest if this is done whilst the necessity for 
action is obvious. It is understood that the Dublin 
Corporation proposes to seek powers to borrow a million 
pounds in the near future in order to make a substantial 
attack on this social cancer. 

A strange development has taken place in connection with 
the. Government’s policy of encouraging the use of the Irish 
language, A number of places were deliberately reserved 
In some of the public examinations, including the prepara- 
tory training colleges for teachers, for those who got a 
ae eo in oral Irish, in order to encourage 
ican oe the Ghaedhltacht, or Trish-speaking 
Mets as been found difficult—even with such 
tom these haste A E necessary number of applicants 
of Pupils each a t is now proposed to take a number 
them to a rom [Irish-speaking families and to send 
giving them a ee schools for the purpose of 
°S teachers of tech i pecan and afterwards using them 
t remains to be se nical subjects like domestic economy. 

e e D whether such spoon feeding is likely 
he are 1t certainly cannot stay the rapid decay. - 
8°, which is due to economic reasons beyond 
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the control of any Government. The sad RE 
that the Irish language has now virtually ceaseq ie 
language and has become an industry. Irish culture e 4 
more vital kind will receive considerable advertisement i 
the tour which the Abbey Theatre Company jg a A 
moment making in America. It may indeed almost an 
to be the parent of the many small theatres which Ih, 
done so much to promote and encourage native dramati; 
art in America, and although its actors speak English; 
shall we say, Anglo-Irish—it is one of the most distincti 
and national of our public institutions. 

Irish art has unfortunately suffered a vital blow through 
the death of Sir William Orpen, its greatest figure. He 
has been so long associated with English artistic life thy 
it may perhaps be forgotten that he was really a typicd 
Dublin man, that his earliest artistic training was received 
there, and that at considerable sacrifice he returned t 
teach in Dublin during quite recent years. He wa 
essentially Irish, both in his outlook on life and in th 
development of his art. It is tragic that he should har 
died in the full maturity of his genius when, perhaps, hi 
greatest work was yet to come. 


The Irish Free: State. 
November 1931. 
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J. Tue MARITIME Provinces 


IX years ago the maritime provinces formed one of the 
political storm centres of Canada. Prolonged economic 
depression had given rise to a movement for maritime 
_-tghts which, though its objects were often obscurely 
thought of and incoherently expressed, nevertheless em- 
bodied the deep discontent of the people. Some, more 
daring than the rest, said that the only maritime right 
worth talking about was the right to independence. The 
cautious majority contented itself with vociferous explana- 
tions of the ways in which the maritime provinces had 
been injured or neglected by the rest of Canada, together 
with demands, more or less specific, for redress, the 
dreadful alternative of secession being held as a bogy in 
a background. In those days it was popular to speak 
one eared of the rest of Canada, and especially of the 
i an pe of Ontario and Quebec. It would seem 
scarcely an pee characteristic was avarice, but 
Y adjective was then too condemnatory to 


| Ey. 
a ml oe changed. The people of the maritimes, 
eat shed, are at least silent. The clamour that once 
ened to 


} 80up has ee Aeee a new and independent political 
| Ybservers ma away into the murmur of party bickering. 

Ment. With; witness here the end of a political move- 
follow ia P the short Space of a few years one can _ 


Its Tise . 
t . 5 ole} 
> ‘tlumph and decline and see in miniature 
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the course followed by many more im 


: portant apgitay 
What is the reason for the change ? 8 tation, 


0 

The maritime rights movement was the outcome 
adversity ; it was brought to an end by Prosperity E n 
swelling tide of business activity in the United Sam I ere 
Canada in the years following 1925 gradually had its a i 
on conditions in the maritimes. ‘Trade through matitig vi 
province ports, especially Halifax and St. John, grew i d 
volume ; the coal and steel industry was reorganised unde : 
the most favourable auspices after being torn for years}, g, 
internal dissension aggravated by political machinations, to 


large plant for the manufacture of paper was established at B 
Liverpool in Nova Scotia; and with the return of, 
measure of confidence in the future, building construction! th 
—and reconstruction—was stimulated to contribute ij -~h 
quota to the general activity. 

In so far as the improvement in maritime conditions wa} of 
due to this cause, no individual or political party desers} ex 
the credit. But it was not entirely due to this. Political) thi 
activity, usually so ineffective, played its part here. In} me 
deed, the handling of the maritime problem affords, oni} pr 
small scale, quite an instructive example of the way in which) spe 
wise statesmanship can help to charm the serpent o the 
disaffection. (Events like these help one to understand why} ma 


natives of these provinces have acquired a reputation ff vin 
political astuteness.) 2 

The contribution of politics to the amelioration of cot it 
ditions in the maritimes has come partly from provin E 


and partly from federal sources. In 1924, in Nova Sco 
the Conservative party was returned to power by A E 
overwhelming majority and replaced a Liberal Govern’ 
which had administered the affairs of the province for so f 


p- 
forty years. It is true that by no means all the ee i a 
that enthusiastic Conservatives expected, and even horp To 
i to discover proved to exist. Nevertheless, the “al Bu 
L „Shows the advantage of a fresh outlook and fresh ee se} the 
| _ The administration of the finances of the province w | 
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-ed and improved, following a thorough-going audit. 
ise Commission investigated the coal industry and 
A Royal, ; " recommendations, partly as a result of which 
made ee eace was restored between management and 
Or P ion of governmental work among the 
me departments was altered for the better and a new 
ee A was created, charged explicitly with the duty 
ar ing the economic development of the province. 
E ional system, under the direction of a new 
e endent of Education, was much improved, thanks 
to the larger sums of money appropriated to this use. 
But, what probably seemed of most importance to the 
public, and was perhaps the outstanding achievement of 
the Government, was its success in securing assistance for 
~he province from the Federal Government. 

This is where the contribution of Ottawa to the solution 
of the maritime rights problem appears. Forced by the 
exigencies of politics to take cognisance of the movement, 
the Federal Government dealt with it by the familiar 
method of a Royal Commission. The governments of the 
provinces submitted their claims to it and the Commission 
speedily reported, Considerably to the embarrassment of 
the Federal Government, but to the jubilation of the 
maritimes, the ‘report gave wide recognition to the pro- 
vincial claims, Large increases in the Dominion subsidies 
ees bae inces, and a reduction of 20 per cent. in freight 
in „the maritimes, stood out among minor 
an ations. Could these Sweeping proposals be 

. pon? Strong Opposition was encountered and 


their f : i i 
i ets was for some time uncertain; but in the end 
Y Were substantially carried out. 


5, 0 rgan 


at é 
Ment : does the future hold ? In so far as the improve- 
io} nt is due to b 


to hope it al ee Provincial government one may dare 
© independ © Permanent. There seems to be a little 
But this elief Sut thinking—and voting—than formerly. 
Orces o hare be held cautiously and prayerfully, for~ 
L Seneration in these matters are, like gravi- 
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tation, the persistent ones, and to move Upward ; 
struggle. 8 to 
The permanence of the federal contribution mus 
judged still more uncertain. Here it is not a 
the quality of the administration but the generosit 
the financial—and equivalent—assistance. How lonan 
this last? The thought recurs that the interests of th 
various sections of Canada collide at many points anq the 
Government is therefore surrounded by a fierce Strupgl 
of conflicting interests in which the strongest must gener 
ally win out. When prosperity sheds its softening in 
fluence over public affairs the bitterness of the struggle} 
modified, and some satisfaction can be given, from m 
overflowing Treasury, to all parties. ‘That was the hapy 


question af 


RS ote) Se 


situation in 1927, when the recommendations of the Dunan. ~> 


Commission came to be considered. But things a 
different now. The world depression, a feature of whith 
is the desperate condition of the market for Canad: 
principal product, has had its withering effect upon publ 
as well as private finance, and rich surplus has changed te 
gaping deficit. Noone knows how long the lean yearswll 
last, but it seems that the process of readjustment will bk 
longer and harder than most people would have believed 
possible two years ago. In circumstances like these, 00t 
cessions having financial effects are not so readily grant 
and bargaining in general is closer. If this, or inde 
anything else, robs the maritimes of their present wE 
parative prosperity the memory will not fail to be rev 
of how profitable, to its sponsors, from the standpoli 
both of economics and politics, was the maritime righ 
movement. 
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JI. Tue BEAUHARNOIS INVESTIGATION 


be HE outstanding event of the last session of Parliament 
"fa undoubtedly the investigation by a committee of 
4 he House of the Beauharnois power project and, of the 
Ht tations of the Beauharnois Power Corporation with the two 
mot ical parties, particularly with the Liberal Administra- 
i a tae Mr. Mackenzie King which was responsible for 
gle approving of the plans of the corporation. 
er The Beauharnois (or Soulanges) section of the River St. 
in Lawrence {$ one of the three important stretches between 
BI Take Ontario and Montreal which are obstructed by rapids. 
i It therefore has a vital place in the project for the building 
MI ofa deep channel and the production of hydro-electric 
il power which has now been before the people of Canada 
and the United States for over a decade.* These rapids 
lie in a stretch of the river some 14 miles in length between 
two broader portions of the stream named Lake St. Francis 
and Lake St. Louis. The section lies wholly within the 
bounds of Canada, and also within the province of Quebec. 
Between the two lakes there is a fall of 83 ft., making 
possible a total production of almost two million horse 
Power of electrical energy, or about two-fifths of the total 
Possible production from the river. Probably one-third of 
Canada’s entire population is concentrated within the area 
available for a market, Toronto being within easy reach of 


| transmiss; 

wi to ure on to the west, and Montreal only some 25 miles 

int dow fast. With deep water navigation to the ocean and 
d Power, the i : ce 

W the world’s >: immediate vicinity may become one of 


S richest industrial areas. 
ear] 


Montreal. ozo Vir. R.O. Swecze 


y, a civil engineer of 
» D€came 


actively interested in the Beauharnois 
» as he stated in a letter, to 

syndicate two or 
Ome cash as their 


e 
De ee Tue Rounp T = 
Cember 1930, p. me No. 72, September 1928, p. 832, and No. 81, 


Our ee G -s 
‘ three individuals, who in addition 
fair share, can assist us in getting 
a 
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our rights extended or enlarged so as to develop the entir 


flow of the St. Lawrence at this point. As the whole a availabl 


. . . . 3 ituati 2 
entirely within the province of Quebec, our influence tioni 5 


has to 


exerted only in Canadian political circles—that is, at Ottaw 
a and 


Quebec. 


After purchasing certain rights to the diversion of Wate 
which dated back to the days of French rule, Mr. Svea 
and his associates pressed their case at Quebec, and fi 
April, 1928, obtained from the provincial government per 
mission to divert a maximum of 40,000 cubic feet per 
second for a period of 75 years at an annual rental o 
$50,000 plus $1.00 per h.p. on the understanding that the 
company would develop a capacity of 500,000 h.p. within 
ten years and that authorisation would be obtained from 


the Federal Government “‘in so far as its rights are con.) — 


cerned.” ‘The right was also given to expropriate land for 
building a canal. 

The company then hastened to push the offensive on th 
Ottawa front. Application was first made for the right 
to divert ultimately the entire flow of the River St. Lav 
rence, the company proposing that it would spend y 
to $18,000,000 in completing the canal for navigation 
with locks and other necessary works. In the face d 
powerful protests, however, the company at a hearing 
arranged by Government on January 15, 1929, amended its 
application to a request for 40,000 cubic feet per secont 
The canal was to be built suitable for shipping, with’ 
minimum depth of 27 feet, and was to be freely availabl 
for navigation at any time that the Dominion Govern 
completed the locks, the land for such works being supple i 


by the company. On March 8, 1929, an order-in-coum® | 


ie sil 
gave the Dominion Government’s consent to the prop? 


* P.C. 422. ver E 
+ Later in the year permission was given the company to take ont 
right to divert another 13,000 c.f.s. previously granted to the mist 
Cotton Company, In 1931 the Quebec government gave its P a d” 
to divert still another 30,000 c.f.s., but this has not yet been P 
at Ottawa. ! 
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The Beauharnois Investigation 
twenty-eight conditions were imposed, among them being 
the following : 

1) The Company shall not gonone the construction of, the 
I is until detailed plans of construction and all necessary informa- 
rei respecting the said works have been submitted to and approved 


cby the Ministers provided that such plans and information shall be 
submitted within one year. 


Plans were submitted by the company on July 29, 1929. 
These were not approved then or later; nevertheless, the 
company commenced construction on its expropriated 
property on August 7. 

On May 22, 1930, Mr. Gardiner, the Progressive leader 
in the House of Commons, delivered a powerful attack on 


the legality of the order-in-council and the financial 


manipulations of the company. Mr. Bennett, then Leader 
of the Opposition, evidently struck by the exposure, 
declared that power should be developed 


under terms and conditions that enable such power to be available 
to the Canadian people on the cheapest possible terms. These 
resources are held by us from Providence in trust, not for the few but 
for all; they are held in trust for the Canadian people and not for 
the few... When I contemplate what those figures meant this 
afternoon, my feeling of resentment gets the better of me. 


a however, asked Mr. T. L. Church, a 
aA Tae er from Toronto, and a staunch 
cari N a OHI to drop his proposal for the 
n CHa € company’s rights, and nothing came of 
and the new € protest. The general election followed, 
the staggerin cue under Mr. Bennett, faced with 
pression i Sy igs, ot unemployment and business 
ar Ai A N e Beauharnois problem alone. 

e Bazena A cmd probably have rested had not 
Mons returned i nd Labour groups in the House of Com- 
ermission we attack on May 19 last. Obtaining 
urgent publi the House to discuss “a definite matter 
C Importance,” they launched a sweeping 
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indictment of the whole Beauharnois development 
the following lines: that the order-in-coung) © 
illegal because the Dominion Government « had ui 
authority under the Navigable Waters Act to erst h 
right to divert and use this water for power developmen 
and the whole Beauharnois development is without rel 
legal foundation and contrary to the laws and trea 
obligations of Canada”; that the company had Prepared 
plans providing for the diversion of the whole flow of th 
river; that it had sold bonds on the representation thy 
it would eventually get the whole flow; that its plans 
construction had not been agreed to by Government x 
required in the order-in-council, in spite of which a can 
big enough to take the whole flow was being constructed; 
and that “under this development, unfortunately, í 
gigantic alienation of the natural resources of this county 
to private interests for exploitation is taking place unde 
the monstrous financial scheme that was fully disclosed 
to the House last year.” Mr. Gardiner, of the Progressiv 
group, declared that 
the gigantic control, on the part of small groups of financiers, af 
these immensely valuable resources upon which, as the Prim 
Minister said last year, the life, the welfare, the happiness and welt 
being of millions of people in the future depend . . . is a matter® 
the gravest concern to the people of this Dominion. And a 
alienation of these resources to private interests by order-in-coun 
must be investigated . . . In my opinion, the time is coming Wie 
if necessary, amendments to the British North America Acts moi 


, > : : ty 
be secured in order to give this Government authority to pres 
the rights of the consuming public. 


The immediate result of the debate was the appo"! f 
ment of a committee of the House for a special investii i 
tion. Premier Bennett admitted that the canal ™ | 
construction was much larger than necessary foz sit f 
diversion of 40,000 c.f.s., and that no plans of construa i 
had been approved, but he offered no comment on 
demand for annulment òf the charter, and express™ h 


> ; ; a ust ” 
view that those who had invested in good faith Mu 
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d. The committee sat from June 15 to July 22, 


a era over a month provided headlines for the news- 
7 ers from the Atlantic to the Pacific. It examined 
hy thirty-five witnesses, and its printed Proceedings and 
t, report fill almost a thousand pages. It did not by any 
al s investigate every aspect of the problem, but on 
i certain points its revelations were sensational. Its finding 
ol may be briefly summarised. The charge was confirmed 
Te that the work of construction was proceeding according 
ia to plans which had not received approval, and that in 
af fact the work was not in accordance with the plans that 


F the company had submitted. It was found that the 
nal breaching of the Hungry Bay dyke necessary for the 
d; diversion had been carried through without governmental 
_—quthority, and that the plans of remedial works for the 
protection of navigation had not been worked out. The 
opinion was expressed, however, that the general scheme 
of the work was not inimical to the interests of navigation, 


and should be carried through. The committee recom- 
mended, 


That the Parliament of Canada take such action as may be within 
s power, and without prejudicing the rights of the Province of 
uebec, to procure the development of this project in such a manner 
as will best serve the people of Canada. 
prir should the rights of the Dominion and the Province of 
ec come in conflict, every effort be put forth to arrive at a 


Satisfacto 5 É P 
by The agrecment, so that the project may not be imperilled 


w That d 
and the 


it 


efinite action be taken to 


oY preserve the rights of navigation 
complete jurisdiction of P 


arliament in respect thereto. 


nt M 
ee | ee Sl by no means the entire story, was laid bare 
4 E pee o the financial history of the company and the 


genera] rofits already realised by the promoters. The 
i result was summarised as follows :— 


Às the și 
Proje e sit 


uation now Stands 
been 


WE 
a ag th 


nds, the promotors of the Beauharnois 
E t0 seata € exploitation of a? great natural resource, have 
e to themselves a return of all moneys adyanced 
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by them or any of them, a profit of $2,189,000 in cas 
class A common shares, which, if saleable at the market same 
$4 per share, would be worth $4,000,000. This cae 
paid out of moneys borrowed by the Beauharnois Power ae 
Ltd., by the sale of its bonds. 
To complete the project up to the point where 500 na I 
Wy € 

a 

‘ 


h and I 

J 
tiong 
ofit Wa 
Potation 


„OO 
be produced, they will require a further sale of bonds A AE 
ita 


amount of $46,000,000. If this were accomplished, the ‘ 
project would have been constructed completely on borrow, a 


f ‘ ed Money 
and the promotors would be in control of this vast enterprise ovale 
1,620,000 of the class A shares out of a total issue of 1,799. 

273) 


y 
; t 
and also the five management preferred shares, which for ten yeay 
give to the underwriters practical control of the company’s afin C 
and all of this without the present investment of any money, | 7! 


On July 31 Premier Bennett made his statement q 
policy to Parliament. He strongly condemned the Bea. 
harnois corporation for its attitude of defiance to Gover) -— 
ment. Asked why the company was allowed to proced| n 
with construction although its plans were not ratifie,| o 
he replied that there were before his Government no phim} o 
submitted within one year of the passing of the orderin| g 
council as the order had required, and that the compa € 
took the view before the committee that all it was doi} t 
was digging a ditch on its own land. To the layman thi} t 
sounds like legal chop-logic, especially as the order state 0 
that the approval there granted might be cancelled “i d 
case of failure by the company to observe or perform m| $ 
of the provisions and conditions ” which were then impose $ 
Mr. Bennett seemed to stand more firmly on the natoj * 
interest when he declared that further diversions th; i 
those granted would render the river unnavigable in i 
natural bed, and that the Navigable Waters Protecti! ; 
Act contemplated no such interference by ordi Pt 
council and without reference to Parliament. al z 
restitution of moneys which investors might think P 


: 1 doy q 
been misused, he declared that the Government 2%% i 1) 


: ees Sec ii | 

i control as it could not institute civil proceed io i 

"i a Criminal prosecution was a matter for the proving al b 
f as the deputy Attorney-General of Quebec ha } 
a en N 164 T 
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by the Beauharnois company, Mr. Bennett was 
ed there will be none. 

deal with the situation for the moment, Mr. Bennett 

To Bills passed. By these the right of the Beauharnois 
had two to divert 53,000 c.f.s. was ratified by Parliament, 
cne E RAAN and its appurtenances were declared to be 
ee for the general advantage of Canada.” Exactly 
what this may mean it is hard to say, but it appears that 
the project will go on as a private enterprise with a re- 
organised management more agreeable to the Govern- 
ment and the banks. 

There is little prospect of St. Lawrence power—one of 
Canada’s greatest natural resources—being developed as 
a public enterprise. Mr. Bennett is sharply opposed to 


retained 


te | any tendency towards government ownership or manage- 


ment of business concerns; Quebec is hostile to public 
ownership; and even Ontario, with its great publicly 
owned hydro-electric system, seemed to many to play the 
game of private exploitation when the Hydro-Electric 
Commission contracted in 1929 to take 250,000 h.p. from 
the Beauharnois company at $15 per h.p.—a price sufficient 
to yield a handsome profit. It was not the first purchase 
of power from a private company, and the Commission 
defended its action in a public statement. Among its 
‘upporters there has, however, been a display of consider- 
able uneasiness, especially as the agreement seems to have 
ae a very opportune time in connection with the 
Finall and political operations of the company. ga 

* i > E may be observed that the Beauharnois issue 
e i raised the constitutional question of the 
tures. Feo a n of the Dominion and provincial legisla- 
of the ae € point of view of the ultimate destiny 
Most serious ce as a united nation, this is perhaps the 
North ‘ncaa pe of the whole problem. The British 
in Londo ct can be amended only by the Parliament 
YiCiha ane and while there is ne doubt that any proposal 

à whereby she would secure the right to amend 


165 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


a 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Canada 


her constitution would be accepted in Lo 


little evidence at present of a serious den i there į p 
problem in the Dominion. Powerful forces will A a thy p 
against any change in the present situation, bees al 
fear of interference with minority and Provincial or in 
Under present conditions the Imperial Parliament n i lo 
called upon to face the difficult, thankless, and danger, l 


task of dealing with highly contentious Constitution] 
problems for whose settlement the Canadian peopl: s 
should make themselves responsible. In spite of the 
clear intention of the Canadian framers of the British) w 
North America Act that the Federal Government shout} th 
have strong powers in dealing with matters which it might 
consider to be of national importance, even although they 
lie entirely within one province, there has been a stron | ~ 
tendency in recent years to magnify provincial rights at 

the expense of Federal jurisdiction. This has shown itsl 

in judicial decisions and in political pressure which couli |: 
not be disregarded by either Liberals or Conservatives at 
Ottawa, especially as Ontario and Quebec, the two mot 
powerful provinces, took the lead in pressing provincil 
claims. So far as the St. Lawrence is concerned, it} 
admitted in genera’ that the Dominion has the right 1 
protect and control navigation, and that the provinci 
have the right to develop power; but legal questions o 
far-reaching importance with regard to ownership anl 
jurisdiction are unsettled. In 1929 certain questions d 
principle with regard to power and navigation were sl i 
mitted to the Supreme Court of Canada, but the answeti 
were indefinite, and the order-in-council was issued ® À | 
haze of legal uncertainty. Mr. King’s Govern 
while contending before the Supreme Court for exten | 
rights of jurisdiction, appeared to adopt a very TM 4 
weaker attitude in dealing with the Beauharnois applica: A 
Without infringing the right of a province to powe! io 7 
might be developed within its borders, the Dore ia 
Government might, it was felt by many, have ea 
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d leadership with regard to a question of great 

ortance by refusing to deal with it piecemeal, 
py seeking the co-operation of Ontario and Quebec 

and m a national policy. Some of the reasons for the 

in fram a opportunity may be suggested by the story in 


restige 4D 
national 1mp 


ft j 
r -A ding pages. It remains to be seen whether the 
nion Government will regain the ground lost. The 


specific question with regard to Dominion-provincial rights 
in the Beauharnois project is to go to the Supreme Court. 
When that decision is given 1t may be possible to suggest 
what is meant by Mr. Bennett’s Act of August 1, in which 
the Beauharnois canal was declared to be a work “ for the 


general advantage of Canada.” 


_ Canada. 
October 1931. 
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I. Tue Strruccre TOWARDS Financiar REHABILITI sh 


a period under review began bravely and opi eq 
mistically enough, as may be read in the confiden op! 
title of the Financial Emergency Bills which were introduc by 
in all the Parliaments to carry out the resolutions of th 


Premiers’ Conference in June. They were entitled measu ea 
“for meeting the grave financial emergency existing inf atk 
Australia, re-establishing financial stability, and restorim) |, 
industrial and general prosperity.” The measures fi) str 
implementing the Premiers’ plan have now (with somi 4, 
exceptions which will be described below) passed int 
law. But the quarter has been one of disillusionment a 
anxiety, and none of the nation’s leaders can see the outcont ; 
of our difficulties clearly enough to inspire us with cour) ny 
and enthusiasm. Much has certainly been done alieatf} her 
But its effect has so far been negative rather than positivi it, 
we have been bringing the drift under control rather haf adj 
getting the vessel back to her course. This phase W| an 
doubtless been common to the period of recovery from") Ti 
_ previous depressions. But this depression has beet ‘| sin 
analysed and anatomised for the sake of the elector | i 
its end hailed so often for his encouragement, that oP Eo 
has become peculiarly liable to impatience and disappn al 
ment. Australian opinion, moreover, is only now begint E k 
to distinguish clearly between those causes of out tor a 


: s w 
which are really within our own control and he Fi 
are not, and confusion of thought on this point y 
couraged the man in the street to dream that 0? 
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Strugb economies were made and budgetary equili- 
great public into sight, there would be immediate signs of 
prium came industrial and general prosperity, heralded 
, return i fnancial aid from overseas. But the swift 
perhaps S of Britain’s financial crisis dispelled this latter 
E happy public began to realise at last that its 
hope > A re not mere temporary adjustments to a sudden 
paie i only stages in the painful process of deflation 
I less expensive standard of life; budgetary 
Piram itself is still far distant. As the quarter closes, 
pai is clutching desperately at the straws of hope offered 
tl] by Great Britain’s departure from the gold standard. If 
tl! the new British policy brings to a head the whole problem 
lt) of international debt settlement, it may offer to Australia, 
S| -pith other debtor countries, some prospect of relief. The 
i other vital question, for Australia as for the agrarian com- 
I} munities of Europe, is whether the economic and social 


lt) structure of the community can he held together pending 


Mm) an improvement in markets abroad. 

nt 

nd The Conversion Loan 
it 


The Premiers’ plan itself was fully dealt with in the last 
# number of Tue Rounp Tasze,* and it will be sufficient 
Hl here to trace the main features of the attempt to implement 
: s a debt conversion and the reduction of all 
1l ee le government expenditure (salaries, wages, grants 
d ee by 20 per cent. were to go on side by side. 
+ sie Se was controlled by the Commonwealth, 
a Hd eo agreement of 1927 the Commonwealth 
ar 3 lability for all State debts, and it was carried 
a fee of a variation of that agreement, signed by 
seven a and to be embodied in legislation by all 
egislation a ents. l The States have also had to pass 
On trust powering trustees to convert securities held 
: e amount to be converted was £556 million ; 


Securities on co : 
ce Nversion were to be allocated among new 
fe Tue 


Rounp Taste, No. 84, September 1931, pp. 895-903. 
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securities whose dates of maturity ranged approxi 
between 7 and 30 years, at an interest rate represen 
the average a reduction of 22% per cent. ; holders Sè 4 

a 


urged to make definite application for the Conversio 
D of 


their holdings, but the Act provided that, Unless act hi 
dissent was signified, conversion would be automatic, wj di 
official appeal to bondholders was based solely on A pr 
financial difficulties of the Governments, and on the a m 
for patriotic sacrifice from every section of the c 5 


7 ~~ community | of 
and the Act provided that holders who dissented shoul 


receive new securities maturing at the same date and 
bearing the same rate of interest as their existing securities, th 
The result was eminently satisfactory ; some £490 milim! Pr 
was converted on application, and some £484 million moe! þe 
by effluxion of time. This made up 97 per cent. of th ai 


total holdings. The holders of only the remaining 3 pt} bo 
cent. (£174 million) dissented. The country actually hi] de 
the welcome, though of late unhappily rare, experienced} for 
being cited in London as an example to be followed. ma 
There remained the problem of what was to be donewith| th 
the unconverted £174 million. The treatment of disser| Co 
tients had caused acute controversy at the Premies co 
Conference in June, and the problem had been left unt for 
solved at the instance of the leaders of the Opposition} 80 
the Commonwealth Parliament, so that no penal alternati ef 
might be threatened against dissentients, to mar | 
psychological effect of a voluntary appeal. At the saint | i 
time, the Premiers’ Conference made no attempt to conce} T 
its determination that the sacrifice must be a common 0| a 
and that some way would have to be found of bringing B th 
dissentients, “ Although it is not specifically ute i 
this resolution,” said Mr. Theodore, “ it is agreed implici T i 
and without any equivocation, that if people do not oan 
they cannot be allowed to go free of making a contriDl i 
to the national sacrifice.” It was only on this oF Oy la 
understanding that Mr. Lang agreed to the Premiers Pain 


In the event, the vagueness of the future probably | 
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coercive effect on bondholders than a specific 

would have done, and no holder supposed for a 
hat if he dissented the Government would fulfil 
tract to the letter. Penal taxation was freely 

o his Ea during the Conference ; but a very considerable 
al discusse n of the dissentients is understood to have been 
' eae of holders whose securities mature either this 
oe Bees and who are concerned with the availability 
ni oftheir capital to meet other needs rather than with any 
li) interest they may gain in the meantime. There was, 
i) however, no promise to pay off the unconverted bonds, as 
sl there was in the Goschen conversion of 1889. But the 
a) Premiers’ Conference was faced at the beginning of Septem- 
el ber with the sheer impossibility of finding an additional 
k {17 million in the near future to pay off the unconverted 
bonds as they mature. It fell back on compulsion and 

decided that—except in cases of proved personal hardship, 

for which it was thought that ample provision could be 

made out of sinking funds—the dissentients should have 

their holdings converted compulsorily by Act of the 

Commonwealth Parliament, which may require some 

complicated legal adjustment. The step must be pro- 

foundly regretted. It must to some extent weaken the 

good effect caused by the voluntary character of the main 

effort. Nor is the small amount involved any real justifi- 

oan where the principle of repudiation is at stake. The 

| i a, that can be taken in support of compulsion is, 
Bhs ch a of the holders of the other 97 per cent. 

the e ind of warrant for extending like terms to 

T, aS 1s given in bankruptcy proceedings when 


the co 
a wtt makes an order based on the consent of a large 
jority of the creditors. 


Reductions in Public Expenditure 


he Ted 9 . 
except in uctions in adjustable expenditure were treated 


in this a South Wales, which is dealt with elsewhere 
ae) largely as a simple matter of arithmetic, and 
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while grants were reduced by an automatic 29 
salaries were reduced on a scale more or Too cent, 
graduated after the fashion of income tax rates, Steep, 
long run, however, indiscriminate economy of this B w p 
well turn out badly. If the reductions were to þe an 
rary only, they would produce relatively little effect, 4 
on the assumption that the country is now firmly 3 St 


towards a deflation which will reduce general standards | 
0 


levels comparable with pre-war days, a more scientif y 
revision of expenditure seems called for. The whol a 
Australian people, individuals and Governments alike, his j | 
indulged in many extravagances in the boom years, and th ha 


path of wisdom would now be to revise our activities in} pe 
the light of what it is really worth while spending mong! do 
on. Some things we have been doing we might now uy 
fully eliminate altogether. In some directions, on the othe 
hand, any reduction at all is folly, not to be justified eva 
by reference to the plausible slogan “ equality of sacrifice” 


ya 


vi 
It is a common error at the moment to think in terms of the Th 
persons on whom sacrifices are being imposed rather thin) anc 
of the work to be done, and the general sense of urgenty| onl 
obscures the long-term considerations, such as the extetl| fed 
to which salaries have in the past shared in the recat) Ad 
prosperity, which are essential to real equality. -M Mı 
So obsessing has the idea of “equality of sacrifice | wit 
become that the Parliaments of three States (New South} eve 
Wales, Victoria and Western Australia) have included te Par 
Supreme Court judges in their scheme of salary reductioti} Cor 
on the same terms as members of the public service. a a 
importance of preserving the independence of the indie p~ 
was not so much overlooked as outweighed—with i E 
support, it must be admitted, of a considerable body i i Ki 
public opinion—by the desire that no income o wo 
escape the general reductions. Thus, to reduce alte ave 
which have for the most part remained station An 
anything up to fifty years, may be both inequitable a? te 


i > irit of ™ 
unwise, but is at least consonant with the spit © | 
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The strongest objection to this breach of British 
time =; nal tradition—and it has been vigorously ex- 
yf constituto that a modern democracy needs, not less but 
he ee cer, a judiciary which has nothing to fear, or 
4) more om Parliament. It is understood that in all the 
| hope, he judges have themselves offered contributions 
‘ He cic E kes of the justices of the High Court, 
t Pice with whose salaries is prohibited by the 
fe! constitution, some have offered to accept a reduced salary, 
ll others to forgo their travelling allowances. 

i Only one of the Australian Parliaments (in Queensland) 
el has ventured, in making provision for reductions of ex- 
i| penditure, to do what the Imperial Parliament has now 
q| done, to substitute reduction by Order in Council for direct 
| parliamentary regulation. 
| The reduction in wages and pensions has earned, as was 
recorded in the last number of Tue Rounp Tastz,* the 
vigorous disapproval of the Labour party organisation. 
The Labour Governments in South Australia, Victoria 
and the Commonwealth had to break down Opposition not 
only in the parliamentary caucus but in the local and 
federal executives of the party organisation. Mr. Hill in 
Adelaide, Mr, Hogan in Melbourne, and Mr. Scullin and 
Mr. Theodore in Canberra were strong enough to proceed 
with the plan, though the malcontents in Adelaide succeeded 
eventually in carrying a motion for the expulsion from the 
Be enter who had supported it. A special 
(a i E the federal executive of the party organisation 
ts from each State) was called at the end of 


1 oe to consider this proposal, but rejected it by 22 

Mic? June, the same body had declared aes 

HE to be Y to this Part of the plan, but had recognised that, 
nng about 


Would be gi the downfall of the Labour Governments, 
‘Vetting a g meee to the party. The desirability of 
Anpust et tin the Party was just as great at the end of 

> deed more So, as seyeral- elections are beginning 


OUND Tante, No. 84, September 1931, p. 903. 
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to draw near. It was, therefore, not surprisin 
compromise was again reached, though the South it hat 
branch seems determined to persist in its origan 
The federal executive again declared that reduce 
wages, pensions and social services cannot be aces a 
any part of Labour’s policy, since they violate the sis i 
of the ideals and principles for which the Labour inan 
stands ; and it instructed Labour members, both Felei re 
and State, that any further reductions of the kind must [o 
resisted. This may perhaps be regarded as merely fay, ti 
saving. The party organisation is not likely, at a time, 
the present, to risk the downfall of a Labour Governmey, p 
The real significance of the resolutions passed at the party 
conference is rather to be found in the re-affirmation thy 
the whole policy of deflation is wrong, and that the essentil | 
nature of the crisis is monetary and can be met only by: 
policy of monetary and banking reform. “ Plenty of mak 


e 
but no tickets,” is one Labour journal’s summary of tk k 
whole position. The left wing in the federal parliamentay) m 
caucus has begun to press again for the fiduciary note sit) pr 
to which the party had pledged itself earlier in the year. | ga 
pl 

Reduction of Private Interest Rates th 

One other part of the Premiers’ plan calls for mention- th 
the reduction of private interest rates or, more precist leg 
reduction of interest on mortgages and on bank depos! ih 
and advances. Legislation to secure these objects } it 
been opposed so tenaciously by the Legislative Council! A 
Victoria, that the Victorian Financial Emergency pill w = 
delayed till nearly the end of September. ‘The rep p to 
the Premiers’ Conference had left the matter as follow" | its 
Concurrently with the reduction of bond interest must 8° a i Co 
tion in private interest, This is mainly a matter for the ban bet | por 
are co-operating to that end. Reductions of interest a a al 
arranged between the Commonwealth Bank, the trading ie in BY the 
the savings banks, which will result in the rapid reduction att to 


: $ 2 This red 
interest on money required for trade and industry- 
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ill be supplemented by legislation giving relief to mort- 
of interest Wil legislation forms part of the plan. 
gagors: 


The real ground taken by the Victorian Legislative 
i] was that, while recognising the necessity for the 
Counc! n of private interest, it thought that such reduction 
Be tabiy be made at once in all proper cases as a 
ha of discussion between debtor and creditor, and, in the 
aay run, by the operation of economic forces ; that legisla- 
ee interference with private contracts was strongly to be 
deprecated ; and that in any case the legislation actually 
proposed was clumsy and unsatisfactory. The Govern- 
ment, in reply, drew a distinction between bank rates and 
mortgage rates. Its defence of the legislation as to bank 
rates was that the trading banks in Victoria seemed to be 
olding back in part from the reductions contemplated by 
the Conference. When they offered a reduction of one 
per cent. in rates for advances by October, a compromise 
was adopted under which the banks were included in the 
measure, but the provisions were to have no operation until 
proclaimed, with the consent of both Houses. As to mort- 
gage rates, the Government’s defence was that it was 
pledged to implement the plan “ one and indivisible,” and 
that legislation for the relief of mortgagors formed part of 
the Plan. It was, however, clear that the draft mortgage 
ao had been adopted almost without discussion at 
ca E and that the legal difficulties involved had 
i ei ag appreciated, Indeed a certain inattention to 
ila Sha: of the exceedingly complicated operations 
ate Cane proceedings was a marked feature of the 
nce. This was due partly to haste, and partly 


to the fa a : I 
its yal ct that, though efficient legal advice was available, 
aue was reduce 


de] Cong d to a minimum by the failure of the 
yh n erence till a 3 

‘| Portant = very late stage, to agree on the more im- 
Pls tang °°! Policy. The Victorian Legislative Coun- 


| thecomm -Popular as it has been, has probably done 


f muni ; . d = . 
t0 the aT a service, since it has directed close attention 
ma Ss adopted. The legislation has, in some 
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States (New South Wales, Victoria, Tasmania antl 
Australia) proceeded by way of automatic reduc Sten 
interest rates, unless the mortgagee can satisfy a ee 


i : Bet Tl I 
that, having regard to the relative position of boroa j 
> x ; è f e 
lender, reduction is inequitable; in the one Be 
ate; 


(Queensland and South Australia) the onus is on the m gi 
gagor to apply for a reduction, which he is entitled reg 

unless the mortgagee can show that it is inequitable, n qi 
scheme of the legislation provides generally for a redut 
of 224 per cent. in interest, but with a minimum interer p! 
rate of 5 per cent. ag 


The Budget Position and General Rehabilitation th 


Ever since Sir Otto Niemeyer’s visit, the real centre ¢ 
political interest has been in the Premiers’ Conference an 
the Loan Council (at present practically indistinguishabk 
in personnel and identical in function) rather than in ay 
of the Parliaments. In the quarter under review, thei} jj, 
principal function has been the “ policing ” of the pln} te 
They met early in August to consider, partly a request fron| jt 
New South Wales for urgent financial assistance, and pathi cay 
the budget plans for the financial year 1931-32 in the igh) fin 
of events since June. New South Wales was accorded tht] kee 
advance required in order to pay civil service salaries, wi exi 
only on condition that Mr. Lang came into line in imple pr 
menting the plan. The possibilities of budgetary equl: on 
brium were carefully examined, and the Loan Cow) gra 


5 © . . + tinge 
before it adjourned took the significant step of gone a 
standing committee of under-treasurers and economs® | © 
gon 


examine continuously, and report upon, the budge n 
position of each State, and its conformity with obligat! 


K U isatt eco 
under the plan. At the same time a similar organi t 
was adumbrated for the Premiers’ Conference 12 the "| a 


of a permanent secretariat. Its first task was t° a w| m 
information and report to a subsequent meeting gon pit =< 
to relieve unemployment. Here were two imponan | ta 
cesses at work—not merely the first definite step 
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le 
Sate of the Premiers’ Conference from a gather- 
; aoe an institution, but a definite step also in facing 
0 ‘oo Into 5 : nese z 
10 roblem of industrial rehabilitation. 
ui she longter™ P 


ù e miers and ee poe at the be- 
BP caning of September to iscuss the reports of the two 
oe The budgetary position turned out to be dis- 
x, as In June, allowing for such shrinkage of revenue 
lk) 5 then seemed likely, the year 1931-32 was planned to 
in produce a total deficit of only £15 million, which the banks 
| agreed to finance. In September, it was clear that the 

deficit would probably amount in all to about £18 million 7 

the New South Wales figures were only vague. Conferences 

with the bankers followed, but the banks would not under- 
ll take to advance more than £16 million for the year, leaving 
the Governments to make up the other £2 million either by 
fresh taxation or by fresh economies. As to unemployment 
and rehabilitation, the secretariat had had totally inadequate 
time to make a thorough analysis, but reported in grave 
terms. Employment cannot in the long run be increased, 
it urged, unless the country can export at world prices ; it 
cannot even be kept at the present level unless the 
financial resources of the country are used to their limit to 
keep the wheat grower in production, to maintain the 
eusting volume of employment on public works, and to 
provide or stimulate enough additional employment (e.g., 
on gold mining, Paper pulp and fisheries) to set moving the 
gradual revival of business and enterprise. The secretariat’s 


‘port therefore contemplated both a long-term policy 
of reduction of 


govern: 


ment assistance to industry, and an immediate policy 


08 | of stop- é 

it Soe measures in order to maintain the country’s 
off) Lepore eo Social structure for the time being. The 
me thinkin Sed a good deal of public disappointment ; to the 
Of more tho E ecause it was so grave in its outlook; to the 


ghtful, b 
emed a Iho ws i eca 


use its immediate recommendations 
ep on the old disastrous methods. The 
ous conferences, eventually agreed with 
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evident reluctance to grant still further credits 
to the amount of the £164 million, which th 
thought would be necessary, but at any rate to the 

of £3 million to provide a bonus of 43d. a bushel on ae 
the 1931-32 season, and £4,250,000 for the first half “if 
financial year for public works already in progress, ae 
course, nobody really expects a permanent solution A 
these lines, or from any action that can be taken within 
Australia herself. Without a rise in world prices the 
country is facing not merely a measure of default abro 
but collapse at home. In such circumstances the almog 
feverish interest with which the development of Greg 
Britain’s new policy is being followed, and its result cap 
vassed, will be readily understood. 


geil indey 
© Secretari 


II. Mr. N AND New Sourn WALES 


ROM its origin in 1891, the Australian Labour patty 
-has been strongest in New South Wales, and more par 
ticularly in Sydney. It might, therefore, have been pt 
dicted that in Sydney the party would produce its finest 
flower, its most logical and uncompromising leader. Ant 
as Australians are fond of ideals but impatient of techniqlt 
Mr. John Thomas Lang only adorns the national typ 
in showing himself more hearty in his zeal for the unde! 
dog than skilful in advancing his interests. aa 
Since 1917 Australian Labour has become conscious! j 
an affinity between the political regulation of trade | 
industry, slowly evolved as socialisme sans doctrines dus | 


i 
the party’s youth, and the economic philosophy 7 E 


Russian communists. Some of the inner group {| 


5 is 
Sydney Trades and Labour Council have visited Mosel’) 


and evidently share its hopes of a world-wide recons oa 
of society. Possibly Russian example has confirm él 
New South Wales branch of the Australian Labour PY a) 


: : T: . isting | 
its zeal for strict discipline. Certainly the distin | 


Į 
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Mr. Lang’s leadership in the present Parliament, as 
J with his 1925-27 term of office, is to be found in 
us of 55 supporters who, under pressure from the 
chine outside, support with steady docility the 
Aa ropounded by the Premier. At times there are 
k alee Ee dinge of revolt, notably from Labour members 
A ry constituencies. But there is no revolt. The 
i Pion bells break in upon every Opposition speech which 
h threatens to damage the Government’s prestige, and at their 
; ll the caucus files in full force before the tellers. 
a what end? In name the Bills put forward by Mr. 
Lang differ little from those of earlier years or of other 
State Houses to-day. Mr. Lang’s proposals for a drastic 
extension of industrial arbitration, for confiscatory taxation 
f all but the most moderate incomes, and for reduction of 
salaries in the public service, suggest that he and his 
associates see somewhere in the near future the communistic 
objective of the classless society. Instead of equal chances 
to rise and “ fair and reasonable ” treatment for the less 
lucky, Labour now seeks to dispense altogether with middle- 
class leadership. 

Mr. Lang’s election programme in October 1930 was, 
it will be remembered,* little more than an assertion of 
Labour’s will to maintain governmental spending. Under 
his Premiership and treasurership, the maintenance of the 
standard of living was to be hampered neither by the 
Onan S a of August 1930, nor by the Loan 
ee Pepe bee evident, however, even before his 
e Pee 7 Reiss London nor New York would keep 

oan money that this programme presupposed. 


mark of 
af compare 
it the cauc 
of) paty m? 


d e was, therefore, thrown back on local taxable 
: al “it ch the F ederal Government was already denuding, 
Mer, boo the lending Capacity of Australian investors and 
jot anks y 


he cae a 1930, to the dismay of his followers, 


Wages ang; S predecessor’s unemployment relief tax on 
i incomes from 3d. in the pound to Is. Even soit 
e 
© Tae Rounp Taste, No. 82, March 1931, pp. 435-441. 
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was hardly adequate for the growing burden of thee 
e d 


On June 15, despite all financial difficulties, the reli Ole» 
scales were increased by 25 per cent. Railwa T nit a 
and fares, income taxation and every source k eh b 
continued to shrink, but Mr. Lang’s commitmen a t 
powerful electoral groups did not allow him tọ e n 
expenditure. A s 
As he proclaims that the way out of the depression jg a 
maintain the spending power of the public, he has k 
forced by the inadequacy of ordinary revenue to turn n : 
any supplies within his reach. But such rough and ready) a 


methods as withholding from government creditors th! 
money he needs for his civil servants and people “on th 4 
dole,” have involved, either as a result of sheer rashness, | N 
because incidentally he desired to destroy confidence ib 


middle-class institutions, the closing for four months! pe 
the New South Wales Government Savings Bank. Thi! m 
bank, like all Australian savings banks, had been paying ou} w 
cash at a steady rate ever since depression and unemplo:| ba 
ment set in. But in February the nerves of the depositing} C 
public were badly shaken by repudiation proposals* and by} th 
unchallenged press statements that the Government Ws} po 
not paying the interest that it owed to the commissioners: | te 
Withdrawals at once grew disproportionately greater thi) se 
those from other savings banks, culminating in a violet} T) 
“run ” on the bank in April. On April 21 Mr. Lang asl!) an 
the Commonwealth Bank board, who control the Comm L 
wealth Savings Bank, to take over his bank. ‘The deposto $ 
next day withdrew a million and a half pounds, and ae 
April 23 the bank suspended payment with its cash rese™ | 1S 
down to £214,085, although it had {7,218,469 scat a in 
at the New South Wales Treasury, and £49,552% | z 
securities, mainly of the New South Wales Governmti b 
Negotiations with the Commonwealth Bank wert ) | a 
for three months but eventually collapsed and, ia opr 
pressure, Mr, Lang has reopened his savings bankun th 


:* See Tue Rounp Taste, No. 83, June 1931, P- 664: 
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EP song cash to set the cycle of deposit and invest- 
to oing again. Otherwise the depositors’ only hope 
p ; in the absorption and liquidation of the old bank’s 
still - the Commonwealth Savings Bank. 

Ed yer he has sought accommodation through the 
Commonwealth Bank and the private trading banks, the 
New South Wales Treasurer has been met by the need of 
accepting the control of the Commonwealth Government 
and the Loan Council. Before Mr. Lang’s accession to office 
the New South Wales Government’s bankers, the Bank of 
New South Wales and the Commercial Banking Company 


it, of Sydney, had stipulated that open overdrafts would not 


pi Pompted 


be granted, and that ways and means advances would be 
made only against definite securities, such as Common- 
wealth Treasury Bills. Mr. Lang, finding his credit 
balances with his own bankers on the wane, asked the acting 
Commonwealth Treasurer, Mr. J. A. Lyons, to approach 
the trading banks throughout the Commonwealth for “ tem- 
porary accommodation.” ‘The banks, however, saw no good 
rason Why they should aid and abet Mr. Lang in what 
seemed an attempt to evade the control of the Loan Council. 
Through the Chairman of the Commonwealth Bank board 
a the Chairman of the Loan Council, they notified Mr. 
i a all borrowing by governments, whether in the 
it a loans, Treasury Bills or overdrafts, should be 
lint y the Loan Council in accordance with the 
> E of the Melbourne Conference in August 1930. 

aei E next sought to escape out of the net of unified 
gh ae through an apparent gap in the 1927 
mathe aa ae on State debts. The Commonwealth, 
e pt agreement, assumed responsibility for 
or interest on the State debts. Mr. Lang, 
t € Position y his Attorney-General, set out to exploit 
y refraining from paying the Commonwealth. 
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Thus, surely, he thought, he would be able t 


j ff hasi » : 0 Use ¢ 
interest money as “ purchasing power ” for his civi] a : 
and unemployed. Who was to stop him? Woy] Vanty 


d dog Cat 


dog, and one Labour Government proceed to Feder 
1 


execution against another ? 

Mr. Lang’s default began on April 1. As he had a 
lated, the Commonwealth Government at once fount 
London {800,000 to meet the interest that should Sp 
been paid that day, plus exchange. Part of this sym 
£243,000, the Commonwealth then recovered by stoppin 
contributions from Federal revenue due to New South Wals 
under the 1927 financial agreement. For the balance th 
Commonwealth and the other five States issued a writin 
the High Court of Australia on May 13. Further default 


yam a SN ee 


and writs in the High Court followed each other rapid), 
during the next few weeks, until the rest of Australia hal 
paid to British and American bondholders {1,673,000 
Mr. Lang’s account. ‘The actions have not yet come onfo 
trial, but the burden that Mr. Lang had cast on Australan 
shoulders generally provoked in April the long expected, at 
often announced, refusal of the Commonwealth Bank to 
finance further short-term borrowing, as a result of which 
the Premiers’ Conference met last June and the first al 
round attempt was made to secure balanced budgets. Mı 
Lang’s part in shaping the Conference plan was sul 
and contemptuous. ‘The enemies who had so unreasonabl 
thwarted his own plan were now, he claimed, slo 
accepting it. He heatedly denied the contention 1 swan 
committee of the experts, whose report formed the w 
of the negotiations, that on New South Wales ae 
special duty of retrenchment, in that she had E | 
tained an exceptionally. lavish standard of gover 
By furnishing on the last day of the experts’ delibera al 
the barest outline of the contents of his a l 1 
presented budget he had effectively cramped their analy | 


tatë i 
zeal. The Commonwealth and the less wealthy 2 j 
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hat they would faithfully cut down wages 


t d t ; 

: as rates by a fifth. By sheer effrontery Mr. Lang 

Sar aa of the free hand left to each Treasurer in making 
ma 


-. eduction to turn the whole policy of economy into a 
this 1 “ad absurdum. He proclaimed that he would spare 
fae sisi power of the people and look to the higher 
i te for almost all the additional savings that he was 
a to make. The salaries of government servants, he 
Se d, would be reduced and £500 a year would be the 


announce 


maximum. n ‘ 
This threat, however, was not immediately acted upon. 


On June 26 the Premier rushed through the Legislative 
t in Assembly an emergency taxation measure which, he pro- 
usi fessed, would raise {16,000,000 during the financial year 
Ith) —yp31-32. Its schedules proposed fresh taxes on wages and 
iy} salaries rising from Is. in the pound on weekly incomes of 
hal} more than four and less than five pounds, up to 5s. in the 
a| pound on weekly incomes of ten pounds and over. Similar 
for levies were to be made on “ company incomes ” and personal 
la} incomes other than those derived from employment. “ By 
al} taking from those in receipt of regular incomes who have 
Y| asurplus, and employing the money in reducing our huge 
ih} army of unemployed,” said the Premier, “ we shall achieve 
a position of true equality of hardship, but out of it we 
will emerge a solvent State.whose feet are planted firmly 
tt me po pete prosperity.” “On the way to Soviet- 
at Bot mean: interjected an Opposition member. 
ve a good deal better then than now!” retorted a 


ing 
ale; 
the 


ut inister of the Crown 
sh Tis 
i il ee the general relief, the Legislative Council rejected 
N brow ht 3 “sitation this spendthrift Bill. This again 
etl 2 T a remier into direct conflict with the Governor.* 
a € defeat of the Bill was imminent, Sir Philip Game 


ad atte 
k m > 
El fth pted to avert a demand for the “ swamping ” 


the Counci k 

jd a Qs neil by Suggesting a round table conference of all 
bay Ç 

atë i June 1931, », 


R 
p. be. Taste, No. 82, March 1931, pp. 440-1; No. 83, 
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parties upon the lines proposed by His Majesty : 
Irishcrisisof 1914. The Government spurned this k 

and the Premier requested Sir Philip Game t pre 
large number of new Councillors. The Governor aa 
Mr. Lang’s view is that it is a Governor’s duty to acce A 
Ministers’ advice in all matters, and that Sir Philip a ti 
conduct amounted to a denial of self-government A a 
South Wales. Accordingly the Premier referred i 
question at issue to the Dominions Office. The Secr 
of State again refused to interfere, discreetly hinting tha 
the matter seemed eminently one to be settled by the 
people of New South Wales. ‘The Governor’s view is thy 
Mr. Lang has no mandate from the people of the State 
pursue his present policy and does not, in fact, command 
popular support, and that his own duty as Governor is 
ensure, so far as in him lies, that the forms of representatire 
government are not used to flout the people’s will. Aton 
stage, indeed, the Governor even considered the possibility 
of exercising his legal power to dismiss Mr. Lang a 
dissolve Parliament, but he decided that such a step would 
be bound to provoke a popular outcry, and that it would be 
best to throw on to the Premier the onus of appealing to the 
people if he so desired. Mr. Lang has, no doubt for the 
best of reasons, shown no desire to go to the county. It 
is too early yet to estimate the full significance of the 
Govyernor’s attitude in the present crisis, and it is alw 
arguable that in the long run it is better to allow the whol 
weight of responsibility to fall on an electorate for the res 
of its own choice. But there can be no doubt that, for) 
moment, the Governor has vindicated his position W “i 
the constitution, and that his firmness has saved the Sat j 
from total chaos. al 
Thwarted by both Legislative Council and om 
Mr. Lang was nearly at the end of his tether. wing a 
would be barely enough for workers’ wages, and n roan 
for the “ blackcoats’” salaries when the civil servic? 5 i 

to be paid on August 6. This was a bleak outlook 
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who had promised over and over again a restitution 
preni? ice of even the 84 per cent. that his cheese-paring 
to the a had taken from it. As August 6 drew near, he 
aae her parliamentary thunderbolt, the promised 


ed anot S : Shas 7 

: oe under which the salaries of Ministers, judges, 
a : : 

5 eae of Parliament and all public servants were not 

§ me 


to exceed a maximum of £500 a year, and reducing all | 
salaries between £260 and £580 a year by 20 per cent. 

The critics of the measure had little difficulty in con- 
yincing the Legislative Council that Mr. Lang would do 
better to effect his savings on similar lines to those on 
which the Commonwealth and the other States had carried 
out their economies. Whereupon the Council amended the 
Bill, and Mr. Lang, in his hurry to obtain Commonwealth 

Treasury Bills from the Loan Council wherewith to pay 
his civil service, introduced a new Bill on the lines 
suggested by the Legislative Council. And so to Melbourne 
where, the Loan Council having relented, he got his 
Treasury Bills, and the Commonwealth Bank duly 
discounted them. Then, five anxious days late, the 
government servants received their pay. 

Heis a great optimist, however, who thinks that Mr. Lang 
has been brought to heel by the Loan Council, or that his 
budget for 1931-32, hurriedly presented on the eve of yet 
another session of the Loan Council, conforms to the 
ia of the June Conference plan. It shows an estimated 
7 ea £8,300,000. This, Mr. Lang explained, would be 
f Gene oey T economies not yet worked out 
ni ow 1s published estimates bristle with items 

cast doubt upon this pious hope. Incredible 
increased revenue, deliberate payments of 
adeterm:., es In excess of those prevailing elsewhere, 
ca aa refusal to reduce the sy of railwaymen and 
hardly sked if eae federal basic wage, these things 
penditure » ike a “ genuine effort to reduce controllable 


° on he fares, 


Wages and sal 


If Mr. Lang and his very active associ- 
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ates at the Trades Hall are working for a co 
reconstruction, they certainly are doing so with 5 
of disturbance to the outward peace of society. Und 

Lang régime, the New South Wales police, an adn 
and impressive force, have a completely free hand in ion 
with the attempts of professed Communists to ie. 
the class-war by street rioting. The offers of , Ne 
Guard ” of “ parlour militarists ” to come to the Pon. 
of the police in the event of disorder seem at the momen 
unnecessary, if not provocative. But there are subtle 
ways of altering the face of society than by blacking its eye! 


mig 
mı nimy 


III. Mr. THEODORE AND THE “ MUNGANA ” AFFAR 


Mungana affair, with all its disturbing effects, settled 
at last. It will be remembered that in July 1930%, Mr 
Theodore resigned the office of Commonwealth Treasure 
in consequence of the finding of Mr. Justice Campbell, 
retired Supreme Court judge from New South Wale, 
and appointed a Royal Commissioner by the Queen: 
land Government, that, along with others, Mr. Theodor, | 
then Premier of Queensland, had been guilty of dishonest] 
in connection with the purchase by the Queensland 
Government of certain mining enterprises at Mungai | 
Mr. Theodore, who had not given evidence before the) 
Commission, demanded that the Queensland Governmen 
should, by bringing proceedings against him, give him al 
opportunity of “confronting his accusers.” After “il 
moving some legal difficulties, the Queensland Gove 
brought a civil action against the four persons concen | 
(one of them another ex-Premier of Queenslan “a 
McCormack) claiming damages in respect of 4 
spiracy to procure by unlawful means the purcha | 
Mungana mines by the Government at a price of Lf del 
when they were worth only {10,000 at best, on” A 


* See Tue Rounp Tasre, No. 81, December 1930, PP- 185-7" 
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. e. in respect of a fraudulent sale by the defendants 
The case was heard before the Chief 
sir James Blair, and a jury of four, and resulted in a 
s verdict for all the defendants on both counts, 
answering a series of twenty-five questions 
unequivocally in their A as 2 
The result is a happy one, so far as the purity of Australian 
olitical life and the public reputation of the country are 
concerned. The only regret that can be felt is that Mr, 
Theodore did not in the end s confront his accusers,” in 
the popular sense, by going into the witness box. The 
verdict that the sworn advisers of the Crown were not 
guilty of any dishonesty or corruption is so satisfactory 
that it is perhaps a pity that it was not based on the fullest 
nd most searching examination of all the evidence which 
led | could possibly have been obtained. The whole incident 
i| will probably have a beneficial effect on Australian parlia- 
t| mentary life as a whole. In a country where the population 
a| is small, where political feeling runs very high, and where 
e| government activities are so far-reaching, members of 
n| Parliament will have to consider more carefully with what 
re | industries they can with propriety allow themselves to be 
sy} sociated. It is natural, but regrettable, that: Mr. 
ni Theodore and the Labour party should treat the jury’s 
mj verdict as the triumphant exposure of what he himself has 
he | denounced all along as a campaign of political calumny 
A ~ persecution on the part of the Nationalists. This 
a one a will doubtless embitter the State elections 
ae E next year. But the defendants in the 
n on undoubtedly had a case to answer, and the 


Ours S DA n R A 
it Of irregularities in connection with the purchase 
€ mines had b 


ynanimou 
the jury 


f | Was the ¢] cen so persistent and damaging that it 
He} them f i duty of the Queensland Government to have 
of a ully investigated. 
gi t 
th f Australia. 
October 1931. 
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I. SOUTH Arrica AND THE GOLD STANDARD 


V shortly after it became known that Great Britan 
had abandoned the gold standard, it was announce 
on behalf of the South African Government that thy 
country would not follow her example, but would remy | 
on it. This intention has been reaffirmed on several o 
sions by members of the Cabinet in the strongest term, 
The underlying motive inducing the Government to tale 
this decision was probably partly political, for the present 
crisis provides a magnificent opportunity for demonstrating || 
that South Africa is no mere economic satellite of Gret | 
Britain, but a fully fledged planet in the world system} 
In this case, however, economics and politics -appear t| 
be for once allied, and the general consensus of economit 
opinion in this country appears strongly to support ae 
Government’s action. Thanks to its gold mines, thi 
country, as a whole, is less seriously affected by the dept" | 
sion than perhaps any other in the world; for wee ; 
those sections of the community which depend n bh 
export markets are suffering severely, the gold mines pog | 
mma ; ; directlfi i 
the majority of the population, directly and ™ 
with an assured market for their goods and servico t 
consequently with incomes which have hitherto # 
comparatively little decline. White unemploy nae 
estimated at no more than 20,000 to 30,000 out of E 
i ile deficits W 
population of some 1,800,000, and while i 
shown this year on the budgets of the central Gover 
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rovincial councils, and the State railways, the 
the te iden of taxation, at any rate upon the moderately 
os, is comparatively light, and this section of the 
ees A could if necessary bear a considerable increase 
pean taxation without serious hardship. 
E the point of view of the balance of trade the 
psition is also strong. The heavy declines in the values 
of farm produce, diamonds, and base minerals exported 
has been more than offset by reductions 1n imports (caused 
naturally and without recourse to panic measures such as 
import prohibitions), with the result that for the twelve 
‘months ending August, 1931, the surplus of visible exports 
over visible imports was {18,800,000 (South African), 
gmpared with an average during recent years of about 
-£16,000,000 (S.A.). 
The Union of South Africa is therefore under no direct 
compulsion to abandon the terra firma of the gold standard, 
and to adopt in exchange a standard based upon the economic 
and financial conditions of another country, and upon the 
politics and policies of an overseas government of uncertain 
composition, over whose actions she will have no kind of 
control. If South Africa were to exchange the gold standard 
for the English sterling standard, any tendency towards 
inflation in Great Britain would compel her to choose 
between either following blindly the policy of that country, 
i ta to gold, or maintaining a paper standard of her 
eh ased neither upon sterling nor upon gold, but 
ung in the void somewhere in between. 

he ae et Which is frequently made is that, since 
ie Tend, aed but the very existence of ee 
or currency b = n the continued use of gold as a basis 
Y South hee rs great nations of the world, any step 
| “courage the n T ch might, in however small degree, 
‘step in the a an onment of this use of gold would be 
|, Finely, the eta of national suicide. 
| mancia] benefit eas stands to reap a very substantial 

` rom remaining on the gold standard. 
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The interest charges on that part of the Natio 
which is held in Great Britain will be considera}, | nal deh 
the saving to the Government at the presse ie 
exchange being estimated at about £1,500,000 (S it 
annum. This saving will incidentally reduce stij] | l 
the net surplus of invisible imports, already reduced ua 
ciably by decreased payments for freight on import, Is 
an 5 an 
decreased dividends on diamond shares, to probably a 
much more than {20,000,000 (S.A.) per annum, compar 
with an estimated total of about {23,000,000 (S.A) i 
1929. The net “ adverse ” trade balance to be filled h 
foreign borrowings of new capital for the coming ye 
should be less than {2,000,000 (S.A.), as compared wi 
average foreign borrowings of about {7,000,000 (S.A; 
during recent years. 
While, however, the Government’s decision is supporte 
by the bulk of informed opinion, it cannot be denied thi 
the break with sterling has caused several serious dif 
culties, some of which have yet to be overcome. Thi 
country has hitherto had no real foreign exchange dealing 
rates having been determined by the simple metho! 
of adopting the latest rate quoted from London, modifié 
as necessary by the current South African-London mt 
The latter has for the past six years been almost absolutel 
fixed, with the English pound at a slight premium ove! th 
South African pound, due to the need for recouping t 
Reserve Bank for its expenses in shipping the output! 
the gold mines to London either in the form of bullion”; 
specie. Prior to the return to gold in 1925, when bot 

Britain and South Africa were off the gold standart 
rates on London were fixed from time to time by E 
ment between the banks according to the supply and a i 
for exchange as shown by the alterations in their Do 
balances. Now for the first time it has become imp s| 
for the banks to determine the exchange rates ©? vtl 
with reference either to the cost of shipping 8° d ool 
state of their London balances. South Africa has i 
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! ndent gold standard country among her peers, 
an indep F fully learning to adapt herself to the respon- 
and 15 er new status. In the absence of any existing 
mir i achinery to deal with this unprecedented situa- 
Tae ee was at first almost complete confusion, which 
a ntil about the end of September, when, for the first 
Bs Faas the break, the South African-London rates 
time Meat into approximate accord with the New 
Pe Tondon rates. As soon as this occurred it became 
sexible for arrangements to be made to open up direct 
exchanges with other gold standard countries. The banks 
-can now quote direct rates with New York, with the South 
African pound only very slightly below gold parity. 
Direct exchanges with Paris, Amsterdam, Rome, and other 
pold standard centres are now being arranged, and quota- 
tions on these centres will be possible shortly. These 
rates will, of course, remain practically stable, and will 
facilitate trade with these countries, while the frequent 
fluctuations of the rate on London naturally impose con- 
siderable difficulties on our much larger trade with Great 
Britain, especially as this country has as yet no forward 
exchange market, 
On the whole, it is probable that the worst of the con- 
fusion is now over, 
difficulty has arisen, 
Africans believe that 
will Teturn to parity, 
ante higher r 
‘~ appears to be 


But another and even more serious 
It would appear that many South 
sooner or later the English pound 
or at least be stabilised at a figure 
han that ruling at present, while 
‘io a a growing expectation that South 
Meat a jt be forced off the gold standard in the 
Quoted by i > 7 soon, therefore, as English sterling was 
demand r aR at a substantial discount, a very large 
sired to a F transfers to London from people who 
|| debts, to a vantage of the exchange rates to pay off 
i On th, ons a for future payments, to obtain bargains 
lances in ge tock Exchange, or even merely to obtain 
ondon as a pure speculation. On the other 
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hand, persons owning funds in England are tend 


refrain from bringing them out in the hope that oe a) ae 
ment in the exchange will save them at least pe sp pu 
loss. The banks have therefore found themselves the A 
large quantities of English sterling and buying vt if 
At this time of year the London balances of the conti ho 
banks are about at their lowest ebb; these banks a it 
therefore been saved any serious loss in the depreciaty vi 
of the value of their London balances, but are, on the all it : 
hand, unable to meet any heavy drain of exchange, Th s 
have therefore been compelled to obtain supplies i 


foreign exchange from the Reserve Bank, which, on Sep 
tember 18, owned bills in London to the value of £6,427 
(English). By October 9 the Reserve Bank’s holding ¢ 
bills in London, which forms the main foreign excham: 
reserve of the country, had been reduced to £765,0y 
though, on the other hand, gold to the value of £2,306 00) tw 
had been accumulated overseas, in addition to a nom) dej 
amount of £5,730,000 held in the Union. The Batt} in 
total reserve in London had therefore been reduced jj for 
£3,356,000, or more than half. If the demand for fori me 
exchange remains insatiable, this reserve may be entiri] cu 
exhausted, and unless credits can be arranged ovest | 
the Reserve Bank may be compelled to refuse to sell mor 
exchange. Gold would then be withdrawn, and ® wf pa 
Reserve Bank’s holding within the Union already E x 
little margin over its legal requirements, the Govern) Ya 


would be compelled either to suspend the Act 4 7 
authorise the Bank to refuse gold. The suspension ©” | a 
Act would permit of the export of a further Ls 
(S.A.) of gold, but it is not likely that the Gor e, 
would allow the legal reserve to be entirely drained "| of 
abandoning the gold standard. gent $ i 

The banks have been endeavouring to check the í p| 
for exchange by attempting to restrict sales ig has off ai 
trade and personal requirements,” but this p° F, raten” i 


with only partial success, and on October 10 
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nby the Minister for Finance informing the 
was issu t this policy of restriction had his full support, 
ublic ei the resources of the State would be employed, 
gajas to keep the country on a gold basis.* While, 
if Beer. ection may check the drain to some extent, 
iad prevent it altogether so long as the public can 
i gold from the Reserve Bank in Pretoria and ship 
m while restrictions on the withdrawal and export of 
gold will, of course, be tantamount to admitting that the 
country is off the gold standard. It is still doubtful if 
the country will be able to avoid this step. 
Even if the reserves of foreign exchange are able to 
stand the strain of the abnormal demand, the effect of the 
depletion of the resources of the commercial banks will 
mobably be to compel these banks to restrict advances, 
bringing about a renewal of the financial stringency of 
two years ago, and ultimately a reconstitution of the 
depleted foreign balances by means of a further reduction 
inimports. If, of course, the present speculative demand 
for English sterling should be succeeded by a corresponding 
movement in the opposite direction, the reason for such a 
curtailment of imports would disappear. 

Should this immediate exchange difficulty be overcome, 
there will remain the difficulty of import and export 
prices. Prices of raw materials in England have already 
B t sufficiently to offset the fall in the exchange 

he English pound. But the gold prices received 

2: canta exporters of such commodities as eggs, 
Bhatia. produce are likely to remain lower for some 
ime, while local manufacturers are already 


it; 


mee.” On ) 

Cue NAA 29—since this article left South Africa—the Union 
ot 5) per cent paces a IO per cent, export bounty, and a primage duty 
19) has we imports, and latterly (see The Times, November 11, 

raising a loan of making enquiries in various countries with a view to 

On No hes ‘oo millions for the support of the South African pound. 
de? d the a € South African Bank rate was raised from 5 to 6 per 
why tient xt day the Transvaal Chamber of Mines (with one 


assed whan $ 
o. 4 resolution in favour of leaving the gold standard and 
ncy to sterling, 
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preparing to complain of increased competiti 
English imports. Pressure is therefore bein a 
bear on the Government from two sides, 
present it seems determined to resist this 
impossible to say whether this resistance wil 
indefinitely. 

Finally, if the English pound remains depreciated 
not restored to gold at a lower parity, the problem vil 
sooner or later arise of obtaining foreign loans, Such loa 
could not well be raised in London, for, if the Engl, 
pound should subsequently return to par, the Son 
African borrower of English sterling would find him 
owing {100 (S.A.) for every, say, £80 (S.A.) borrowed, 
while an English lender of South African currency woul 
find himself owed only, say, £80 (English) for every {1m 
(English) lent. Whether this country could obtain it 
requirements of new capital in New York, Paris, « 
Amsterdam remains to be seen. 


fio 
& broughy r 


and While i 
pressure, iti 
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Postscript r 

Since this article was written the news has been receirel] € 
that Southern and Northern Rhodesia have left the gol} 
standard. This development will add greatly to b A 
Union’s difficulties, for Rhodesia is the chief, and indeel i 
almost the only, export market for Union manufacture | l 
while, thanks to the Customs Union, the commerci | i 
relations between the two countries have been n ti 
intimate for many years. Southern Rhodesia uses Unit i 
silver coin, while Imperial silver circulates freely 10 i, f b 
countries. Bank notes issued in Southern Rhodesia wi c 
hitherto been freely current in South-West Africa. wi c 
sudden disruption of these intimate ties cannot but AAN p 


much confusion and probably serious losses. 
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ta II. Tue Provinciar Question 


N the last number of THE Rounp Taste* reference was 
by made to the re-emergence of the provincial issue. It 
wil will be remembered that the financial difficulties of the 
a rovinces have made it necessary that the problem should 
be dealt with in some at least of its aspects, and that the 
Government extended to the Opposition (South African 
nse} party) an invitation to an all-party conference for the formu- 
lation of an agreed policy, an invitation which General 
oli Smuts was unwilling to accept, if abolition was to figure on 
(iy, the agenda. It willalso be remembered that in the past the 
iy) Nationalist party has been the champion of provincial rights, 
„a| thatthe South African party in Natal is almost solid in 
its eagerness to maintain its distinctiveness in the South 
African partnership, and therefore desires an extension 
rather than a restriction of the powers of the provincial 
ive) councils, and that the supporters of the abolition move- 
gol} ment have in the past come from the predominantly South 
tk} African party urban centres in the other three provinces. 
deel) Tt has been clear for some time that those Ministers who 
ure | have been brought most into contact with questions of 
ci Union-provincial relations have been veering towards 
mos potion. The weaknesses of the system have come home 
oem 1n a manner which was not possible when they were 
“opposition. Administrative overlapping and confusion as 
etween, Union aval vee ; eE 
caused by donk] provincial functions, the irritation 
constitutional. ¢ taxation, the deadlocks resulting from a 
Proportional pennon in which executives are elected under 
Councils that presentation and not responsible to the 
Strengthened i pte tates things have created and 
ot radical cha eir minds a conviction of the inevitability 
nges. ‘They have come to regard the provincial 3 
“No. 84, 


September 1931, [ee Geog: 
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system as a concession to weakness, an excrescence 
rounded smoothness of the constitution which On th, 
pared away. mt 
But having come to this conclusion, Ministers vier 0 
with a threefold difficulty. First there is the acti 
Natal—historically never quite in the main itr q 
South African life—conscious of being the distincti 
British province, suspicious of many of the manifesta 
of nationalism, possessed of all the determination of a ol 
conscious minority to resist anything that might lead to i 
being swamped and overwhelmed. Now that is an attit 
of which political wisdom must needs take account, Nati 
was a party to the compact of twenty-one years ago whit 
is embodied inthe Actof Union. It was, indeed, the oly) 
one of the contracting parties that insisted on the holdin L~ 
of a referendum before it accepted that compact. Thi 
compact is, of course, not buttressed in South Africa, asi 
the case with similar compacts in other lands, with th 
ramparts of a rigid constitution. The Act of Uni 
possesses a high degree of flexibility, imposing but fen 
restrictions on Parliament’s freedom in the matter of cor 
stitutional change. In other words, the compact was om, 
not of strict law, but of good faith. But even so the cor 
stitution does mark the fact that the provincial system) 
regarded as one of the important parts of the compati 
for it is one of those features a proposed change 10 whic | 
must be reserved for the King’s assent. Now that of coe 
in 1910, meant that the Government in Great Britan W 
would then have had to advise the King on such 4 mi 
had the last word, that it could in effect be appeal 
the ground that the proposal was a violation of the co 
and of good faith. To-day that is no longer so—the 
ment of Great Britain cannot advise the King 32 
affecting South Africa alone—reservation survives asa 
form. It is for South Africa herself to decide wh™ p 
not the compact of good faith has been broken: fg 
privileges have grown since rgro. But that vey 
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5 the growth also of her responsibility. The over- 
conn Parliament of the strongly expressed sentiments 
tef siding Tie provinces—one of the partners to the compact 

E ecne such as the provincial issue, is fraught with 
a a. not with less, difficulty than it was twenty years 


E cond among the difficulties in dealing with the pro- 
i” Pai problem is the question of what is to come in the 
«k| place of the councils if and when they are JESSE. For, 

let it not be forgotten, the councils were contrived a 
tuk! double debt to pay.” They were a concession to the 
ail) minority sentiment which favoured federalism twenty-one 
hick| years ago—but they were also conceived as organs of local 
oly} government. For in the whole of South Africa outside 
the Cape Province there were in 1910—and are still—no 
organs of local government except in the towns. Municipal 
government is in a relatively advanced stage in South 
Africa, but in the Transvaal, the Free State, and Natal there 
are no local government bodies in the purely rural areas— 
the hostility of the agricultural community to anything in 
the nature of local taxation, especially to a rate or a tax on 
land, has hitherto proved an insuperable obstacle. And 
since the central government of a country as large as South 
Africa could not deal with all the petty local affairs of the 
whole of its rural areas, the provincial councils and adminis- 


feo were created to relieve it of that burden. As for 
| oe financial resources, these, apart from subsidies voted 
mil; oy Parliament, have come. from taxation which has been 


E ne ery, the towns. Tt is still only in the Cape 
tax outside mac is anything in the nature of a property 
ties in D e urban areas. Here „then, one of the difficul- 

€ way of abolition presents itself. After abolition 


atel = what : 

net bvernmen. ? A new and more extensive system of local 

ao functions nt, or the concentration of the present provincial 

Cae i 

pal Btter w n the hands of the central government ? The 
5 ould m 


ean a deplorable strengthening of the tend- 
bureaucratisation at which already South 
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Africa has good reason to be alarmed ; the former 
as its implications are realised, is bound to eyo 
opposition in the rural areas. 

And that brings us to the third of the Government’, i 
culties—the party considerations involved. The Na N 
party is predominantly a country party, and as such : 
supporters have not been unduly conscious in the past of le 
burdens of the provincial system. As a party it deten 
that system in the days when the Smuts Governmey 
showed a tendency to impair provincial rights. How they 
was the Government to secure its support for a policy oi 
abolition, especially when the inevitable realisation cam 
that sucha policy was likely to mean the imposition of ney 
taxation burdens on a farming community already hard 
put to it? 

In the light of the above analysis of the difficulties, it 
will be obvious why the Government sought to remove the 
issue from the party arena. But having failed in that effor 
as a result of General Smuts’s refusal of its invitation, it 
did not let the matter rest. It announced at the end of the 
session that the question would be dealt with during the | 
recess. A month or two after Parliament rose it ws | 
bruited abroad that a policy had been decided up 
Ministers made cryptic references to their intentions ; th | 
usual crop of rumours circulated ; gradually the stage Wi | 
set for a declaration of policy, to be made by the Prim | 
Minister himself at the annual Congress of the Transv 
section of the Nationalist party. B i 

That declaration has to some extent cleared the ee | 
was, however, marked by hesitancy and a lack of precist | 
General Hertzog commenced by announcing that =f 
Government had come to the conclusion “ that the nat i 
interests demand that such changes be introduced Tit | 
centralise all necessary financial control under the i del 
Government.” This, he went on to say, would ent a 
disappearance of the present provincial syste eq? 
indicated “ that provision should be made for an 4 
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f devolution of admenisia ie functions in regard 
local matters. As for Natal, the Government 
epared to take account of its strong local sentiment, 
was PF Be it the option of retaining the provincial system. 
and to 8) e Minister, however, gave no information about the 
Mie ditions on which Natal might retain its pro- 
Ante council—obviously a point of great importance— 
oat the nature of the proposed system of devolution 
a administration. He did, however, state that the 
Government did not intend to introduce legislation in the 
life of the present Parliament. The matter would be left 
for the country to consider, and no constitutional change 
would be made until after the next election. 
Since the Prime Minister’s speech the matter has been 
alt with in rather more detail by the Minister of the 
„tf Interior (Dr. D. F. Malan), with whom the legislative 
the | responsibility for such matters lies. Dr. Malan’s speech 
fot | marks an advance in two respects. In the first place, he 
it | announced the Government’s intention to appoint a com- 
the i mission of inquiry to frame a detailed scheme for an alter- 
the | native system of local government ; in the second place, he 
ws | quite definitely rejected the possibility of the complete 
pon. | Centralisation of provincial functions. “ The Govern- 
the f ment,” he said, “ will not countenance the further cen- 
ws | tralisation of administrative functions.” And he went on 
ime | declare that “ local bodies, locally elected, and with a 
arge Measure of local responsibility, are the bulwark of a 


system © 


f com's independent character.” Moreover, he recorded 

l t ie described as personal convictions, which implied 
oe mer alia the extension of the Cape system of rural self- 
| A) ament to the other three provinces, together with the 
al nat of local financial burdens on the rural com- 
ioe f Thus cr a ovinces which do not carry them to-day. 
| the | made taken ty c Government pronouncements hitherto 
tather s. It is clear that they have revealed, 


than solved, the difficulties. The suggested option 


® though it has drawn the fangs of the opposition 
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from that quarter, seems a dubious expedient, 
have the effect of perpetuating Natal’s distinctivenes, 
separating it more than ever from the main stream a 0 
Union’s life, of recognising it almost as a South Attic 
Ulster. ‘There is much, it would seem, to be said for T 
poning a final settlement of the provincial problem ung 
Natal is ready to be treated just like the rest of the Union 
Moreover, while Natal’s opposition has been bought off th 
Government’s own supporters have been even my 
dificult to deal with than was anticipated. Both the 
Transvaal and the Cape Nationalist Congresses refused to 
pass resolutions approving of the abolition policy, ani 
adopted dilatory motions instead. The almost exclusive) 
Nationalist Free State provincial council has taken upa 
severely critical attitude. The Nationalist party is vey 
far from being united to-day in support of the new polig, 
And with the realisation of the significance of Dr. Mala’ 
remarks as to the system of local government which shoult 
replace the councils, opposition seems likely to harden 
Of the general soundness of his views there can be m 
doubt. The absence of local government bodies in th 
rural areas with a reasonable measure of financial respons 
bility is to-day the chief weakness in the Union’s adminis 
trative fabric. But with primary products at prs) 
prices the time hardly seems opportune for a move 11 k 
direction—and it may even be that the precipitation oa | 
issue at the present juncture will retard rather ™ 
accelerate what is otherwise a very necessary develop 
in South Africa. all 
It is as well, therefore, that the Government 1s ee i 
to hasten slowly. A commission of inquiry 8 a 1 f 
appointed, and legislation is not to be introduced ae al 
the next election, which in the ordinary course Wi a I 
place before the middle of 1934. Many things m3) 
between now and then. 
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j[]. Tue PROBLEM OF THE Low Grave Mine 

g the question of the gold supply of the world is at 
one of importance, it may be useful to look at 
n aspect of the production of gold which is at present 
eine public attention in the Union—that is, the prob- 
= of the low grade mine. Expressed in other words, the 


resent 


the : 
dtf question is whether, and if so how, the present costs of 
and roduction can be so far reduced as to enable large areas 


of gold bearing rock, the gold content of which is not suff- 
cient to admit of mining on the existing basis of costs, to 
e brought within the limit of payability. 

A Government commission is at present sitting to 
consider this question. It is not the first time that such 


oul} a commission has sat, and, unless the report of the present 
rden || commission leads to more practical results than has been 
em} the case in the past, it is not likely to be the last. The 
ı te} object of this article is not to attempt to anticipate any 
ons conclusions to which the commission may be led, but to 
nin | Call attention to certain facts bearing on the present costs 
esti] of production as disclosed in the very full and carefully 
itt] Prepared statements laid before the commission by the 
fie] Transvaal Chamber of Mines. 

tt} Public opinion in the Union has been slowly but surely 
mest | Undergoing a change of outlook in regard to the gold 


e lustry of the Transvaal and its place in the 
ments aa ce _ The traditional attitude of govern- 
circles of th £ public towards the gold mines, outside the 
itself, has ES more intimately associated with the industry 
all, a aa. to regard these deposits as a sort of wind- 
eing exploit EA of uncertain dimensions, which was 
talists, and E ce appropriated largely by foreign capi- 
tate and fi ch accordingly it was the business of the 

Public generally to get as large a share as 
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possible while it lasted. As the years went on 
the forecasts of an early exhaustion of the gol 
deposits have one by one been falsified. The ont 
gradually risen to its present figure of over : 
(calculated on the present gold content of the SOvere} 
and round it and depending on it the State expendit 
and the commercial and industrial system of the a 
has grown to its present dimensions. The question whig 
is now being forced upon public attention, therefore i 
not to what extent the industry can be held to ranson 
so to speak, by the tax collector or the private individu) 
but rather what can be done to preserve the industry a 
a vital part of our national economy for the longest possibk 
time with the maximum output of gold. 
It is recognised, at any rate in theory, that the life g 
the industry is in the nature of things limited. From tim 
to time estimates have been made of the probable rated 
decline of the output of the mines, but the period whic 
they have set to the maximum activity and the life of th 
industry has so often been exceeded by the actual fact 
of production, that the public in general ceased to attach 
any importance to them. Lately, however, the fact that | 
certain of the older mines have actually closed down, ant | 
that others, including some of the largest, have been ut 
able for some time to show a profit on working, has giv} 
rise to a certain amount of anxiety on this point. The latest | 
official estimate predicts that in 1940 the value of our g 
production will haye fallen from its present ge 
£45 millions to £25% millions and by 1949 to £10 iA 
A decline in the gold output on this scale would ni 1 ' 
a diminution in the consuming capacity of the connai 
which no one likes at present to contemplate, ane 
no one at the moment can see any compensati 
The salaries and wages bill of the Witwatersrand 80 
for 1930 amounted to £15 millions, while thei P 
of stores and so on totalled over £144 millions, p ma 
over £94 millions were of South African produce oF 
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For the business and industry of a small com- 


res. í 
factu such as ours the importance of these figures is 


munity 


‘ous: : ; 
a egal known that there are very extensive areas of 


mineralised rock on the Witwatersrand which are not capable 
af ielding 4 profit on the basis of present costs, and much 
of which, if they cannot be worked in the near future, will, 
._ all probability, never be worked at all, if existing mines 
jn all p z 

through which they could be worked are abandoned, and 
the shafts and underground workings fall into disrepair. 
The estimate of future production, which has been already 
cited, was made by the Government Mining Engineer 
arly in last year, and in connection with it he stated 
that it had been estimated that, if costs could be reduced 
y 28. per ton of ore milled, there would be no appreciable 
diminution of output for the next eight or ten years. If 
we take that in conjunction with his own estimate of a 
probable reduction on existing conditions between 1930 
and 1940 of £18 millions, the importance and urgency of 
the question will be appreciated. 

The main directions in which the Chamber of Mines 
look in the evidence placed by them before the commission 
fora reduction in costs are the following :— 

a eo in the wages of European workers based 

; a uced cost of living since they were last fixed. 
A n the Mining Regulations which would 
o = classes of work on which the mines are now 

© employ highly paid European labour to be 


done, wi 
a with (as they contend) equal efficiency and safety, by 
T paid classes of labour. 
3. Reducti 


PP tates whi on of certain forms of taxation and of railway 


ch T a : 5 
» they maintain, are at present unfairly differen- 


1 tiat 3 
ctl eda ae 
ise -E a the mining industry. : 
| uc : ‘ , 
yass | Present ton of the burden which the industry is at 


l Carry} i ; 
| Werer f ying in the matter of compensation to the 
On the tom miners’ phthisis. 

ae 

Westion of Wages the Chamber has suggested a 
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reduction of § per cent. The workers concerned ha 
far shown no sign of accepting such a reduction, ą Ve 
very doubtful if the companies would be in a pos 
enforce it, or would be supported by public opinio 
attempt to do so. 

The complaint against the regulations is that the 
necessitate the employment of numbers of Europe 
workers underground who are unnecessary for the pur 
of safety and health. What is aimed at is, no doubt; 
relaxation of what is known as the “ colour bar” rept 
tions, which compel the employment of Europeans in 
certain classes of work where, if economical and efficien 
working were the only considerations, labour of a les 
highly paid type would be used. Here again it is mor 
than doubtful if a demand for revised regulations wou} - 
be supported by public opinion. It was the fear that th f 
mines intended to replace European by coloured labouron 
a large scale that caused the disastrous upheaval in 19 
The present time, with unemployment existing on a serious | 
scale, would not appear to be propitious for another tet || 
of public opinion on this question. 

Differential taxation on the gold mining industry M1) 
force in the case of income tax, which for mining compan 
is at the rate of 3s. in the pound as against a rate% 
2s. 6d. for other companies. ‘This is, of course, M í 
an element in determining production costs, but E 
complained of as a deterrent from the investment a 
capital in mining enterprises. Other imports whia © / 
affect costs of production are claim licences 
fees. The former constitute a form of taxa 
some justification in the case of claim-holders w! i) 
actively working the ground held by them, but 15 a | 

uneconomic form of taxing producing mines, as “at q 

mere addition to the costs of production bearing ng E off | 

to the results derived. The native pass fees are a el 

per capita tax on the employment of native laboh o| 

no justification except the amount of revenue 
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These two imposts together are estimated to 
i burden of about half a million pounds. 
Jaint of the industry in regard to railway rates 
briefly that the railway administration exacts inordinately 
jigh rates on the carriage of coal to the mines, and on 
explosives and other supplies required by them, in order 
to recoup itself for anpayable rates on the conveyance of 
other classes of goods—mainly agricultural produce. The 
complaint is one of long standing and is undoubtedly well 
funded. It is estimated that a revision of the railway 
rates on business principles, apart from political and other 
considerations, would lead to a reduction of £500,000 per 
annum in the rates charged on the stores used by the 
= Witwatersrand gold mines. 
Wl — The most serious individual burden on the industry is 
he | that involved in tie compensation paid to miners suffering 
from miners’ phthisis, and to the widows and dependents 
of miners who have died from that disease. This is borne 
wholly by the industry, and involves at present an annual 
levy of £800,000 which will probably in the near future 
have to be raised to £1,000,000. There is, in addition, an 
outstanding liability in respect of pensions to miners and 
dependents, the present value of which is calculated at 
about £8% millions. This has to be provided for by the 
Pus: that funds may be available for meeting these 
; E after the mines in question have ceased to operate. 
me Ee Be burden is laid on the industry in accord- 
tation i mary principle of workmen’s compensation 
| tnpensation fa ey should be made responsible for 
Tee ect the: : e death or disablement of its workers. 
atgely of Bere pensation in this case takes the form 
pendents, a, o sufferers and to their widows and 
1 tOspective Te at this form of compensation was made 
Mancia] burden i that the existing mines are bearing the 
Bt haye on a the effects of disease incurred by mines 
disease has a Ta ceased to exist. The incidence of the 
6 n oubtedly been reduced by the elaborate 
205 


roduce 
involve 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


South Africa 


precautions now enforced to secure healthy 
ditions underground, and by the strict medi 
now required as a condition of obtain 
underground. But, taking this improvement at ita 
it will be many years before a material reduction of t ; 
cost can be looked for. In these circumstances it cannot} 
wondered at that a strong claim is put up by the industn 
that the State should assume a substantial share Of the 
burden. 


Workin con if 
cal examinati 
ng emplo m 


) 
he total 


There is no space in this review to deal with the question 
of the supply of native labour. At present, owing to 
adverse conditions in the native reserves, this is not, | 
serious question. But from time to time a shortage in th 
native labour complement causes serious anxiety tothe mining 
companies, and they are insistently demanding permission ` 
to extend their recruiting field to territories north of 
latitude 22 degrees South, from which they are at present | 
debarred by law. 

The capacity of the industry to carry the various burden | 
imposed upon it by the policy of past and present gover | 
ments has been obscured in the minds of the public by the | 
phenomenal richness of some of the mines worked in the | 
early days, by the large fortunes amassed by some of tht 
leaders of the industry, and by a general illusion of wealth 
which the production of gold on a large scale appears ©) 
create. To-day, fortunately, a saner view is possible i 
both of the importance of the industry as a part of ur 
national economy, and of the effect of heaping unreasonabt 
exactions upon it. The idea that these exactions ie 
affected the pockets of a few mine magnates and ove 
shareholders has largely given place to a more ac 
appreciation of the advantage, indeed the nece | 
prolonging the life of the industry. It has been Eo | 

truth that the whole industry is a low grade prop i i 
The average gold content of the ore at present es ihe 
not more than about 6% pennyweight per ton. 0 A eo 
most scientific organisation, and the employment { 
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._, for unskilled work, enable such ore to be worked at 
cn relieve the industry of some of the unreasonable 
fe seas hich have been thrown upon it in the past, 
é Bi bs bring within its scope extensive arcas of at present 

snpayable rock, and to postpone to as distant a date as 

he inevitable period of its decline, has become one 


possible t 3 $ 
of the pressing problems of South African statesmanship. 


South Africa. 
October 21, 1931. 
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I. UNEMPLOYMENT i 

ALUABLE work was accomplished by Parliamen | i 
during its emergency session in March and Api | C 
‘| i 


but this did not relieve it of the necessity of meeting again | 
at the usual time for the second regular session, Uny | 
employment, finance and the trade depression were th 
main burden of Lord Bledisloe’s short opening speech o | ~ it 
June 25, and a week had barely elapsed before the debate | 
on the Address in Reply had to be interrupted to permitof | 


the introduction of an Unemployment Amendment Bills | 
an urgency measure. When the principal Act was pasel] 4, 
in September 1930, the number of registered unemployel| p 
was 6,099,* the Unemployment Board which came ino} x 
existence on November 20, 1930, had been spending mons | pi 
at the rate of about £24,000 a week, and by the end of last 

July there was an estimated deficit of about £200,000 s 
More liberal provision was, in consequence, needed f c 
meet an increased and steadily increasing demand. T th 
1930 Act had imposed a tax of 30s. a year upon every e. th 
of 20 and upwards, and, in addition, a subsidy from a th 
Consolidated Fund equal to one half of the expend | S 
was to be paid into the Unemployment Fund. Under T C 
new arrangement this flat rate will be reduced to oe A U 
there will be a charge on salaries, wages and other 10° oh Pr 
of 3d. in the £, to operate as an emergency tax 5 
year only, and, though women will continue BE o cf tic 

a ? 


from permanent taxation under the princip 


* For full particulars of the Act see Tue Rounp TABLE, 
ber 1930, p. 219. 
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except in certain cases, be exempt under the 
He Act. It is estimated that the revenue accruing 
amen Poad from these sources for the year ending next 
to ei taking into account the £ for £ subsidy, amount 
m 185,000, which is nearly double the income 
a 740,000) previously provided. ‘The increase shows the 
Fant nature of the problem involved. Nor was there 
hy serious Opposition to the new measure. The Evening 
Past, on July 3, took the same line as The Times had taken 
in its comments on the proposals made by the General 
Council of the Trades Union Congress to the Unemploy- 


ment Insurance Commission on May 4. 


Contributors are (it said) to be brought in irrespective of their 
risk of unemployment and, broadly speaking, made to contribute 
_ jn inyerse proportion to that risk, ‘There is to be no relation what- 
ever between the contribution and the benefit of the individual. 


Yet, even the Lvening Post did not withhold its support. 
It recognised that something had to be done, and done at 
once, and that the Bill was “ the only Bill that could have 
been introduced” in the circumstances. It was, it admitted, 
necessary, in spite of its defects on the score of equity, to 
Prevent the gravest hardship. 

It must, however, be recognised that our unemployment 
scheme 1s not really an insurance scheme at all, and although 
Resa eerie were taken by the legislature wine 
i ee report of the Unemployment Committee, 
BA = Ee not lost sight of. On his return from 
oe onterence the Prime Minister declared himself 

onmissione, Da than ever to the “ dole,” and the 
Demploymer' a is memorandum on the work of the 

oard, emphasised “ certain fundamental 


Mnciples,” the following passage : 


1 N he Un 
ton levied Pployment Fund (he reminded us) is made up by taxa- 
er the whole of the community with certain few 


Taste, N y 
BORG ED Ue Bios jy ap ane Nox 2, 
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exemptions. Itis not an insurance fund in the sense i 
a written contract specifying a premium and benefit thee: 
fact that the funds must be used for the purpose specif ae te 
provision of employment in various ways, no one is as of “et le, 
to any specific benefit. It is erected for the relief of chet tenti 

worker—the willing and able to work. It is not for me Ploy; 
any other kind of distress, caused by, say, age, infirmit e religy 
etc., nor for the relief of the farmer, the business man i Sickte, 
other class than the unemployed worker seeking employment. 


te) 


In the House of Representatives Labour members y 
plained that the poor man was still paying too much all 
rich man too little. But the rich man, in point.of fy 
pays heavily, not only through the emergency levy af y 
in the £, but also through his graduated contributions, 
the Consolidated Fund which, besides supplying the W 
employment Board with half its revenue, pays liberal’ 
in other ways for unemployment. Relief works x 
moreover provided by the Public Works Department on: 
large scale, and on a smaller one by other departmen: 
The figures of government expenditure under all he} 
last year are as follows : 


= 


£ 
*Subsidy to Unem- Department of Lands 
ployment Board .. 159,247 and Survey c A 
Public Works De- Subsidies to local : 
partment (includ- authorities ung 
ing main highways) 1,249,446 BE 
State Forest Service 85,000 Total .. -AL 


: TL 
The total expenditure for the last five financial jë 


9 ai 
under these heads was as follows, during the calendar j% 
which most nearly correspond to them : l 
No. of registed 


Pa es neg 
1926-27 .. 144,240 1926 .. e A 
1927-28 .. 482,221 RP oo + ae 
1928-29 .. 802,709 1928 .. | go 
1929-30 .. 1,415,592 1929 -- T te 
1930-31 .. 1,473,147 OY on °° A A 
* This particular item was only for the last four months of the j 
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the current year over £2,000,000 may well be spent, 
mance Minister estimates an increase in unemploy- 
subsidies alone of £1,110,000. The unemployed at 


Durin 
as the 


tilf a of the March and June quarters numbered 38,028 
nk a 45,264 respectively, and the 50,000 mark was passed 
a fs August 29. The total on September 14 was 51,234, 
ta which would correspond to about 1,500,000 on the British 


scale. : se 
In view of the continuous rise in the unemployment 


figures for the last five years, during three of which the 
Reform party was in power, and of the abrupt acceleration 
in the rate of increase during the current year, it seems 
almost incredible—especially as the same thing has been 
going on simultaneously all over the world—that even the 
era’ blindest partisan of the Reform party should still put down 
the cause of the trouble or of any substantial part of it to 


i} the change from a Reform to a United administration at 
em! the end of 1928.* 

heat 

l II. Tue Bupcer 


21 E introducing his second budget on July 30, Mr. Forbes 
' indulged in a characteristic understatement. He 
| described the current financial year as “ probably the most 
|| difficult in the history of this Dominion.” If he had said 
| wl far the most difficult,” few of his countrymen would 

j © contradicted him. External trade, upon which the 
ia Eont of the country chiefly depends, had for the first 
me—especially during the last few months—felt the full 


| 
at veda the world depression, and every source of revenue 
TD the ee ly affected. The changes in external trade during 


St 9 

four years are shown by the following figures : 

* Th ; 
Was the Wat Serious and least excusable of the United party’s disservice 
(14s, a day) to Rae application in 1929 of the award rate of wages 
and the 13 relief works, in place of the gs. previously paid to single men, 


d. R as 
T Forbes last eae men, but the original rates were restored by 


ZII 
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Year ended 


March 31 Imports Exports 
if / 

102 S 44,470,000 54,962,000 

1929 .. m 45,106,000 575154,000 

1OZO oe 49,168,000 49,046,000 

1931 ae of 38,301,000 39,528,000 


Exports for 1930-31 were, it will be noted, no Je 
£9,500,000, or 19 per cent. below those of the 
year, and £17,600,000, or 30 per cent. below tho 
year 1928-29. ‘The explanation given by the M 
Finance was very much the same as last year. 


a 

The decline in the value of exports was (he said) due principal 
to a further sharp fall in prices, the “ all groups ” export prices inder 
showing a decline of over 28 per cent. for the year. The falling-of 
in value, however, was not the result of a reduction in the actul ; 


Ss thay 
Previoy 
Se of the 
inistero 


volume of exports, considerable quantity increases being shown in 
butter, frozen meat, and gold. Wool was the only important itn | ¢ 
showing a reduction in quantity, but this was due not to decreased | } 
production but to the carry-over of stocks in anticipation of a | 
improvement in prices. I 
The decline in exports was unprecedented, but the drop i | € 
imports—f10,867,000—was even greater, and the yea } 
actually closed with a favourable trade balance of £1,227,00, | 
In Mr. Forbes’s words, | 
The equilibrium in external trade has been largely present | 
but the general contraction in the value of this trade has serlolt) ii 
affected the public finances, as well as all internal business, E 
directly or indirectly. ! $ 
Customs duties, always the largest item of revenue, e 4 
ally accounted for most of the drop. The total We l k 
for the year 1930-31 amounted to £23,069,000, LE Ao 
below the estimate and (2,281,000 below the figure for al è 
previous year. Of this deficit customs account | ta 
£924,000, and next to customs came interest On ning 4 W 
capital, a shortage “ due to an unprecedented falre E 


a side = 
in passenger and goods traffic.” On the other t 
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ccount the Government is entitled to credit for the 
the “ae expenditure, £24,708,000, was {289,000 less 
a the estimate, which itself was £203,000 less than the 
cenit for the previous year. But with a revenue 
of only [£23,069,000, the net result was a deficit of 
(1,639,000: This was, however, a small matter in com- 
arison with what might have been expected in view of the 
steadily accelerating rate of the decline for the last quarter 
of the year and the first quarter of 1931—32. In a detailed 
examination of the principal heads, Mr. Forbes gave 
reasons for supposing that all the revenue items were 
likely to shrink and all the expenditure items to rise. 
The following figures give the result of his calculation : 


Prospective Shrinkage of Revenue. Prospective Increase in Expenditure. 
Customs .. als ++ 2,030,000 Unemployment subsidies.. 1,100,000 
Land and income z .. 600,000 Debt services .. .. 350,000 
Stamp and death duties .. 690,000 Pensions 2 .. 200,000 
Beer duty 6 ed +. 115,000 Subsidies to local authori- 
Railway interest . ++ 930,000 ties, etc. o0 -. 125,000 
Interest on Public Deb Education BD 00,000 
moos Fund .. 165,000 General Election .. ve 75,000 
ther items (net) . . -. 280,000 Decreaseincredits to votes 130,000 
Other items (net) .. 250,000 
i ‘ 2,330,000 

Less adjustment (equiva- 

lent tounder-expenditure 
for 1930-31) .. +. 290,000 
4,810,000 2,040,000 


It was j G0 
S indeed, as the Finance Minister remarked, a 


Us 
Peay ee which faced the Government. With 
fora mep market, they had to make provision 
D, e a equal to approximately 30 per cent, 
BD of £6 ‘ae or the Preceding year, in other words, a 
- taken to bri T 00 had to be bridged. Of the measures 
Was the to r 1t, the most effective and the soundest 
Wages oft per cent, cut in the salaries, allowances and 
€ public service, effected during the emergency 
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session. A sum of {1,390,000 was saved in this 
The postponement of war debt payments under i Mang, 
plan, which Great Britain has “ with characteristi Org gë 
osity ” extended to the Dominions, accounted for R geng, 

Some of the other expedients to which Mr. Fotos 
compelled to resort were admittedly of a more aiid 
character. My 


The state of the public finances during the current financi 
(he said) is probably more serious than at any time during eal 
fifty years, if not during the whole history of the Dominion, Pi i 
the economic position generally is such that it is imperative jc | 
increases in taxation be kept down to an absolute minim t 
Under these circumstances the Government considers that ti 
a time when any reserves that can be legitimately drawn upon shox! 
be used. i 


It is, of course, obvious that the word “ legitimate a 
begs the question, but members, notwithstanding the fic} 
that there is no guarantee that the necessity will not} 
even greater next year, were not disposed to be hyperciitiel 
And so the process known at Westminster as “ robbing th} 
hen roosts,” but which sounds better under Mr. Forbes!) 
more dignified title of “utilisation of reserve funds’-| 
“ < convey’ the wise it call ”—met with no serious cli} 
lenge. Upwards of a million was obtained in this wij) 
£550,000 from the Reserve Fund in London and £59% 
from the Discharged Soldiers Settlement Depreciatt 
Fund. The full “ summary of savings ” was as follows 


Vets 

Reductions in salaries and wages 7: Ree oc n 

Benefit from suspension of funded debt payments gal 

Other economies in expenditure : .: He | 

Post office surplus and other additional revenue We i 

Use of reserves gae | 
J 


Subsidies to local authorities, etc., to remain a charge 
on highways account 


j ce My 
But even so £1,794,000 was still needed to be : 

budget, and to find it it was proposed to raise £73% 
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in ‘ot 
ty a) crease in 
ee go per cent- 


ny hitherto prevailing, this exemption was to be reduced 
Mi scale for every £3 of incomes between (260 and (560 and 
bioy by o for every £3 of incomes between (560 and £800. 

i residue of £1,060,000 was to come from customs and 
lya excise, and the necessary provision was made by a series 
| of resolutions passed immediately after the introduction 
a of the budget. The most important tariff increases were 


as follows : 


mount expected from new duties on the under- 


mentioned articles (including surtax)— 
Cog 3 Š T 


jo Sugar 


Silk, imitation silk and artificial silk 

Apparel and hosi 

naware, 
Tecords 


floor coverings and gramophone 
ther items , 5 
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ing the income tax. There was a Io per cent. in- 
Bete his tax last year, and this was to be increased to 
Further, the general exemption of £300 was to 
be brought down to £260, and in place of the more liberal 


mal tea 3d. per lb., sugar 4d. per 1b., imported beer 1s, per 
gallon, cut and plug tobacco 1s. 4d. per lb. In the case of 
apparel, hosiery, carpets, etc. preferential and general rates 
were increased by 5 per cent. ad valorem, and in that of 
furs and silk piece goods, 10 per cent. was added to the 
preferential and general tariff rates. A primage duty of 
3 per cent. was imposed on all goods otherwise free of duty, 
and the excise duties on cut and plug tobacco were increased 
by Is. 4d. per 1b., and those on beer by 6d. per gallon. 
The amounts expected from the increased duties (excluding 
the beer duty) were summarised by the Finance Minister 


Amount to be collected from duties hitherto in force 6,500,000 


92,000 


T a a: n 3 z 220,000 
Tobacco 180,000 


42,500 
ery a ; 86,000 


62,000 
: se A f bi T 47,500 
mage duty ee Pi; A a kz 180,000 


£7,410,000 


fter : : 
Making allowances for these increases in taxation 
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and the above-mentioned economies and adjust 


ie 


a š n Men $ f 
revenue for the year will, it was estimated, be as fallen | | 
et 
£ Interest receipts— t 
Customs aio 27,410,000 Railway capital n {} b 
Beer duty an ae 650,000 Post Office capital |, ha, 
Film-hire tax .. oe 50,000 Public moneys x 535m th 
Motor vehicles—Duties Public debt Redemp- 145 o 
and licences .. .. 1,760,000 tion Fund .. me, cl 
Stamp and death duties 3,140,000 Miscellaneous— )| | i 
Land tax ee .. 1,100,000 Post Office Surplus ., 1,090 D o 
Income tax A .. 4,230,000 From Reserves a o 
Other AA 
R 1,346 or 4 
9 C 
The estimated grand totals for the year are as follows; d 
£ f | be 
Revenue oo z oe + 24,94600) of 
Expenditure— bj 
Permanent appropriations a 17,679,904. j7 k 
Annual votes a a = 7,083,877 24,763,781 n 
which leaves a surplus of £182,219 for the purpose of sup 
plementary estimates and other calls. | 4 
The proposals of the Government at once excited the | i 
uncompromising hostility of the Labour party. Tef ġa 
leaders of the Reform party, however, felt that the sé) 
were far too complicated to permit of any off-hand dete} x 
mination of their attitude, and the Reform press be a 
a whole, remarkably free from captiousness. Mr. Ho A de 
opened the attack on behalf of the Labour party "a F 
the declaration that customs are the most ee re 
kind of taxation if you want revenue, that ee alll « 
like tea, sugar, linoleum and gramophone recor ae K 
putting the burden on the shoulders least abi ia A 
and that the Government, which had ponia aie | 
best to bring down the cost of living, was e wf a 
the opposite. “An attack on the breakfast-ta0 i} & 


eople” was, said another Labour member, i | 
remarkable feature of the budget. (The addition” A dl 
to be raised by direct and by indirect taxation el p w 
are [780,000 and £1,000,000.) Mr. Forbes $ 
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Government considered the method he proposed 
of raising the money. It had, he continued, 


that the 
the fairest Way 


peen 541%, : 

cost of living would be raised, but it had already fallen 
that the bly since July 1914—and the full effect of the 10 per cent. 
gedy a et been felt. ‘The new duties on sugar would make a 
cut had n e048 pence only. . . . The Government had not set 
Se protective policy, but to obtain additional revenue. 
ou 


In so far as the press is concerned the eulogy of the 
Christchurch Times, a United organ, and the unqualified 
detraction of the New Zealand Herald, a Reform paper, may 
be taken as representing the two extremes, but any lack 
E of generosity in Reform journalism was fully redeemed 

by the Christchurch Press, which, though a thorough 
partisan of Reform, prefaced a by no means uncritical 
article with the following personal tribute : 


It is due to the Prime Minister that the first thing said about the 
budget should be that it shows considerable courage. As he defined 
it, his problem was to cover a prospective shortage of almost 
{7,000,000 ; and he chose to do itin a single effort. He might have 
budgeted for a deficit. It is possible now to argue that this would 
have been the wiser course, and events may prove it with a very 
bitter logic; but the Prime Minister’s choice has at least these 
great merits, It will undoubtedly support the Dominion’s credit 
and reputation at home, where both are worth money and a great 
a i money. It shows that the Government, having 
not goin aa to the extent of £870,000 from British taxpayers, is 
Bicone ae pee to its own. And third, there is the very 
Gaal that in budgeting determinedly for a balance the 
ne worse ae No section ; while budgeting for a deficit would 
0 insufficient one section or another, or all sections, to complain 
Telief, 


The wi 
wide- ES f 
and e Spread admiration which Mr. Forbes’s courage 
o . . . 
ĉntitled wur evoked also finds expression in an article 


Journa] a needs-must budget” in an Independent 
» the Evening Post, 


antes Which 


on adds 20 per cent. to income taxation and over 
Ster ng t 


© customs and excise duties is a fair target for 
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Opposition criticism. But at least this praise must be 2 i 
Prime Minister : he has set himself a goal and has gone aes tor | 
it with unflinching determination. On the eve of an went a 
has resisted all temptation to temporise. He has given paion k 
nents ample ammunition to use against him. In the bud i Oppo 
is not one promise of favours to come; only the prophes os 
the people will face their difficulties with enterprise, Na at if 
honest work they will soon reach a road leading to greater hays 
and prosperity. ‘This does not seem much to set against a a of 
tional £1,800,000 of taxation, and against the economy na i 
which may yet make greater inroads upon those government er sh 
which the people have become accustomed to expect. But a 
other party honestly promise more ? 


rt 
yy all 
Bis 
wi 
III. CoALITION AT Last T 
ne 

HE movement for the amalgamation of the United i- 
and Reform parties has already been described in 


these pages.* Three months ago it seemed to have reached | 3 
a deadlock. Mr. Forbes, thanks to the loyal help of tk} 4) 
Reform party, had, in spite of bitter opposition, ju E. 
come through the emergency session with a fine legislatie || yy 
record and great personal credit, and he publicly extents} p, 


to the Reform party and “ others who have the interes | 
of the Dominion at heart” an invitation to combine!) 


of his party should confer with Ministers be 
duction of new legislation. ‘Three months later be 
matter appeared to have been carried no further. js 
was certainly no sign in the Reform organisation 0 
agreement with the attitude of their leader. 
siderable body of independent opinion, howeven 5 ae 
not usually unsympathetic to the “ Reform E 
expressed its strong disapproval, and weighty P (8 
were sent Mr. Coates by business men, especia T 
Auckland and Wellington, urging him to noe 
* See Tur Rounp Taste, No. 84, September 1931, P: > 
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His reply to a memorial from Wellington was 


ae on August 18. The following extracts give its 


k = substance : 
a d (wrote Mr. Coates) that the Reform party still holds the 
F pin lition, under existing political conditions, with the 


ti ‘ion that coa a : 3 
a TA party, either for general political objects or the formation 
ited på 


ny} ofa Government, would not result in real union or promote stable 
a a ment and would not be of advantage to the country, which 
tte Frould be and is our first consideration. Parliamentary history 
ie rovides precedents of similar combinations of political parties, but 
ay} jj} have proved to be transitory and without stability or permanence. 
_, After careful examination of the position, we feel that there 

is no practicable adjustment of the parties at present in the House 

which could give the strong government we and you equally desire. 

This object can be achieved only by the electors themselves at the 


next election. 


Mr. Coates did not explain what would happen if the 
old irrational three-party fight should continue and the 
result again be an inconclusive verdict on the part of 
the electors. Nor did he seem to realise the suspicion 
which he had brought upon his party by his decision. 
Nowhere indeed was this put more clearly than in the 
Press, itself one of the staunchest of Reform organs. 


i Pegeelitely aperatiye at present (wrote the Press on July 10, 
‘ie Met) ee oates’s vehement repudiation of the suggestion 
Meeks een consulted about the Unemployment Bill) that 
clamity if pbsore the sacrifice should say so, and it would be a 
E less crane nao o were created that the Reform party is 
P Bevery an than it ought to be. Mr. Coates will have to 
PREF wan ¢ 1s to prevent this impression from deepening. 
¢ given ieee committed to co-operation so far as that can 
To doubt of its ‘nis ee to its principles, and while there can be 
| 20t allow SGN elp during what remains of this session, it must 
_ With what follow E say, or anyone to feel, that its real concern is 
fre Coates i are cee 
Patty has oce 1$ 10 a more difficult position than the leader of any 
litis TL ied within the memory of those still in New Zealand 
- ntained p S fusion offer, whether this was simplicity or craft, 
that One leader gf when it was carefully examined but a suggestion 
D the dark, B, ould hold the other’s hand while both took a leap 


ut very few people examined it carefully, or have 
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examined it yet. . . . The danger (at the election 
majority of the people want a Socialist Government. 
who do not want socialism may not have a clear opport 
so. The danger that particularly threatens the Refo 
fact that, if it is not very careful, it will find itself į 
which it appears to be risking the fate of the commun 
for victory and power. 

There is no reason (the writer went on to say) why Mr, ¢ 
should not propose some common meeting ground, or i a 
indicate more plainly that he is willing to join in the search fo 


) is n 

Itis an i 
Unity of wi 

1M party isi | 
8 Position 
Ity ing Ban 


2 eg) ey cp ea bed Oh es ee 


If he had done it sooner one might have supposed thy 
Mr. Coates had this wise advice in view when, on Augusta | 
he sprang a pleasant surprise on the country by Moving the 
following resolution : 


That, in the opinion of this House, the serious economic a! A 
financial position of this Dominion necessitates urgent and im, 
mediate action to cope with the fall in national income, as reveild 
by the latest figures, and the consequences arising therefrom; 
that, with this object in view, it be a recommendation to the Goren | 
ment that representatives of the political parties should be call) 
together in order to decide what remedial steps should be taken} ne 
adjust the national expenditure and to provide for equality¢) wi 
sacrifice and a proper distribution of the burdens ; that in armigi in 
at its conclusions this committee should obtain the best expt} be 
advice and assistance from financiers and others; that in order 
enable such inquiry to be carried out Parliament should be adjourn’ | 


for a short period and further consideration be given to the posit Bsc 
when the committee reports to the House or the Government, l 

In ordinary circumstances such a resolution volii a 
course, have raised a question of no-confidence, of hy 
this occasion it took the very line that the Prime My i i e 
himself had suggested. Mr. Coates, moreovel; a ‘ i. 
that he had consulted the Prime Minister and anor wh 


; ‘ itt | 
of the Labour party before moving it. The ma 
in his speech were as follows : *’ 


The Reform party had had (he said) many co” 
the last fortnight before reaching a decision. 
courses open to the party—one to go to animm 

* See The Evening Post of August 21. 
220 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 
To 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Coalition at Last 


to arrive at the decision he had indicated. It was felt 
er 


at the: oth ld occupy two months at least to go to an election, and 
ly that it wou arty had decided that the time had arrived for all 
Vy} the Bema P oase to come together in an endeavour to meet the 
tk} parties 1m iore the suggestion that representatives from each 
Mig} position. Jd meet in conference and with assistance of outside 
my art ee up a plan appeared to be the best course. . .. One 
experts hg why the Reform party was so concerned was that it 
Oat of a ie receiving SOS signals from farmers and others whose 
I ae was desperate... . They would be lucky if they were 
On Pi to maintain the present prices. hags f 
ty He'did not mean anything in the nature of pessimism, but just 


to indicate that the parties in the House might with advantage be 
called together to consider the whole position. There were those 
‘th! who said that New Zealand was in a better condition than Australia, 
and that was no doubt so, but there was a danger that the Dominion 
would drift into the position Australia was in. There had been 
a tremendous drop in imports, and even with the increased customs 
tariff it was doubtful whether it would reach the estimate. That 
factor must increase the difficulty of balancing the budget. The 
income tax estimates tor the year appeared to be optimistic. ‘The 
nilway accounts showed a severe and alarming falling off. Then, 
members had to consider the strong probability of a difficult situation 
next year... . The Prime Minister had discussed the position 
with him, and also the Leader of the Labour party, and he was 


indebted to both Mr. Forbes and Mr. Holland for placing the matter 
efore the House, 


Mr. Forbes, on behalf of the Government, welcomed and 
seconded Mr. Coates’s motion. 


ee gnor (he said) but agree with the conclusion which had 
hts a a by the Leader of the Opposition. He had felt for a 
dah ith at the financial Position of the country could not be 
was the qu y a minority Government. First and foremost there 
welfare a AR of the farmers? finances, and as the whole country’s 
hung on e T on that industry, they must realise that everything 
Which Bente Welfare of the primary producer.. That was a problem 
difficulties Wi TE Bey. large. There was no doubt that the farmers’ 
and that die Eo multiplying and that they would go on multiplying, 
Problem, Ouse would have to give serious consideration to that 
honest, udon,  rovernment’s budget was a straight-forward and 
| eserves, Wop but there Was a serious weakness—the use of the 

Ye some ERA that happened it was necessary that they should 

He looked unos the future, ; 


o: 9 Tass 
l n the committee as a very valuable contribution 
22I 
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to what should be done to meet the situation, The : 

plan for the future was very pressing. He thought ection o 
more definite measures should be taken than had REAG 
adopted to meet the position. He welcomed the falls bes 
tion of the finances—public, local body, and private t invest 


‘| 
it 


endent committee, and if it brought down recommendate Inds 
105 jh, 


House would have to consider them very seriously, He 
that the committee should consist of three members Pa 
Government, three from the Opposition, three from wa i 

party, and one from the Independents. . . . One of the aboy f 
that the committee would have to look into would be the me € 
putting the measure through Parliament. The committee a : 
also have to take into account the postponement of the len ; 
Labour voices: “Oh!” Mr. Forbes said all questions facin i 

including the postponement of the elections, would S f 


country, 
before the committee. i 
Mr. Holland announced that the Labour party woli! é 
readily assent to the motion except that he did not ag 
to the proposal to adjourn the House. He also tl) 
strong exception to the Prime Minister’s suggestion thi] p 
the general election, which is due in November or Dect} ta 
ber, should be postponed. pl 
se 
He hoped that no section of the House would give a thought A 
the postponement of the elections. There could be no more giff 
breach of confidence of the people, and the Labour party WH} h 
vigorously oppose any such move. Nothing would do mot Wy 
spread discontent amongst the people. | 
op m 
: A 
Mr. Coates was willing to meet Mr. Holland’s oral in 
to the adjournment, but he dashed any hopes a. o 
thing better than inter-party consultation was ™ | ha 
mind. ati 
i Aa pat th 
His motion, he insisted, had not the intention Faiy | by 
government; a national government to him meant r Pi po 
job was what position had we got into and what Y Db 
necessary to remedy the situation. ; th 
Š Pov? | ch 
After the reference to the adjournment of the #7 l a 
or 


rried without ori J 1 


been deleted the motion was ca ee 
ntee- 


and the following committee of ten appo! 
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Government (United party), Mr. Forbes, Mr. Ransom, 
nd Sir Apirana Ngata ; for the Opposition (Reform party), 
i Coates, Mr. Downie Stewart, and Mr. Jones ; for the 
Labour party, Mr. Holland, Mr. McCombs, and Mr. 
Bice: Independent, Mr. Wilkinson. The Committee 
held its first meeting on August 23 and spent about a 
fortnight in taking the evidence of bankers, financiers, 
economists, farmers, merchants and others. It then 
decided to devote the week ending September 16 to the 
preparation of its report. 

Nobody was surprised at the failure of the parties to 
find common ground which Labour could also share, but 
few were prepared for the agreement between the two 
principal parties which the Prime Minister announced on 
September 18. 

Idesire to inform the House (he said) that the information given 
to the Special Economic Committee, which has been sitting for the 
past few weeks, has disclosed the necessity for immediate action being 
taken in regard to the finances of the Dominion. I am therefore 
pleased to announce that, as a result of conferences between repre- 
eee mo een and the Government parties in the 
a a 2 Pe to form a Coalition Government 

a ; ot possible for me to make a fuller 


sta i i iti i 
ean at this stage, but I hope to be in a position to inform 
use of the details and final arrangements on Tuesday next. 


me tion A eat a Mr. Holland and other 
Bion at tie a our Ta expressed a good deal of 
en aie ea ARN cis D inister’s announcement, mainly 
lho MOM ie e Committee, as its name proved, 
ations but a ae to deal not with political consider- 
the deliberations bee ae conditions of the country ;” that 
| by, paale alin - the Committee had been broken off 
| Postponemer,, wa arrangement ; and that the intended 
| Porary Politica] E aoe would amount to “a tem- 
ie elements for ah which would provide “ all 
rectional movements.” But the 

ebate turned on Mr. Coates’s attitude, 


ine ee of the d 
© ha : 
the key of the position the whole time in his 
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own hand, and he had now put it to a use which 


he hi i ( 
had apparently regarded as out of the question an Tye | 
weeks before when he moved his motion he y foy 
. . 9 ‘ G 
passages in his statement were as follows ; Cruci f 
I as Leader of the Reform party am opposed and have EG 
opposed to anything in the form of fusion, or shall I say coal ta 
My statements to the country were clear, and I was us ton Ir 
those statements. But the nature of the evidence placed nt of 
the Committee was enough for any man to be concerned abo he 
immediate welfare of this country unless the problems were tcl a: 
immediately. Those problems must be tackled with determina, 
and absolute fairness to every citizen of the country, and i 19 
policy or programme calculated at least to bring about stabili | sh 
confidence and, I hope, rehabilitation to the country, While y at 
are discussing elections, while we are discussing this policy aj | ve 
that policy, we are not getting anywhere, and it is only from avey | a 
strong sense of public duty that I have asked my supporters any 28 
candidates—and they are behind me to a man—to carry throughs; ™ 
programme of legislation the nature of which has been discuss H 
with members of my party and with the Prime Minister and hi | be 
group, and there is general agreement as to the necessity for actin | 
being taken without any further delay. If we fail to take that acti | z 
we shall be neglecting our duty to the people of this country. ... || 
It must be remembered that this arrangement which has been mi: | of 
is a combination which does not destroy either party. Sine!) €s 
cannot be a national arrangement it is a coalition for the pup] T 
passing legislation that both parties deem essential and necessi || g 
in the interests of the country. to 
Mr. Forbes will, it is announced, still be Prime Min E. 
I 
and Mr. Coates Leader of the House. The E p 
DLA . qo. how | 
of Ministers will be reduced from 14 to I0. ae dr 
a 3 ore 
ever, already obvious that an effort will be made by 4 a £0 
o Dishes ye ento f 
die-hards to minimise the benefit of coalition by Pe wi 
i ; ei 
the postponement of the general election, and thus La in 
3 ont | 
the term of the new Government to about two m if ; 
Q 9 alan Ji 
* On September 22, the day after this article left Nees a pri 
Forbes-Coates Government was sworn in, with Mr. For sie neces | 
Minister and a Cabinet of ten. Mr. Forbes explained that i ‘ öf i 
to have a strong Government to take immediate steps ee for te | a 
rehabilitation. The postponement of the election was a 2,3 ie N 
Government to decide. Parliament would adjourn till Oc edj p 
Government would announce its full policy on October O: "eed on 


> J eler 
t wait for a gene? ed w i 


proposed measures, Mr. Forbes added, could no ad been deci 


On October 23 Mr. Forbes announced that it 
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The Statute of Westminster 


JV. Tue STATUTE or WESTMINSTER 
`: iticism ” were the words used by Mr 
Q carping critic 3 i y . 
“l Coates in describing New Zealand’s attitude towards 
į Britain on the eve of the 1926 Imperial Conference. 
Grea actly the same spirit Mr. Forbes, though an opponent 
a Coates in local politics, declared that New Zealand 
wee ito complaints and no demands” to bring before 
a 
Jast year’s Conference. 
Peis (he said in the House of Representatives on August 17, 
o) to make it plain at the outset that the present Government 
ee in no less measure than previous Governments the traditional 
attitude of New Zealand towards the United Kingdom. We value 
very highly our continued association with the Mother Country, 
andit is our wish to maintain this association as close and as intimate 
as possible both politically and economically. . . . We-have not in 
any way been embarrassed by the terms of our association with 
His Majesty’s Government in the United Kingdom, nor have we 
been restricted in the control of our affairs. 


It is not disputed that Mr. Forbes, New Zealand’s repre- 
sentative at the 1930 Conference, was true to the spirit 
of this declaration, and faithfully maintained the tradition 
established by all his predecessors, regardless of party. 
The only complaint against him is that he gave an exag- 
gerated idea of the importance which New Zealand attaches 
to Imperial preference, and that he interfered at times in 
‘Controversy which is a burning issue in British domestic 
politics, in a manner which no British Minister would 
dteam'for a moment of imitating where a Dominion was 
ane Certainly the public opinion of the Dominion 
a tolerate it if he did. The second, and the more 
CA Pi of these criticisms was well put by Mr. Downie 
uring the debate on the report of the Imperial 
nference on July 21. 
Y View of the matter (said Mr. Stewart) is that he (the Prime 


Postpo; 

sig S r seral election. The Government felt it imperative that its 

M Coates an finance should have the country’s emphatic endorsement. 

—*Patt for + e asd that the Reform and United parties would not break 
wn Scember “ction campaign. It is believed that the election will be held 
9: (See The Times, September 23 and October 24, 1931.) 
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Minister) and his colleagues were quite entitled to 


their viewpoint; but, when it meant going tight across ‘aoa 


h 


tional free-trade policy of Great Britain, it was a little ha tip T 
British Ministers to be openly accused of wobbling and ard on tf y 
That appeared to me not to be very good form. sy Quibbliy, ie 
Imperial Conference were being held in Australia or Newt al 
and the representatives of Great Britain urged us to ren Calang | 7 
customs tariffs, and, on our refusing to do so on the eo aloy 
was our traditional policy to raise revenue and protect our nd ha 
by a tariff, they indulged in remarks such as were used jn Be po 
by some of the Dominion Ministers. I do not think that om Re 
tend very much towards promoting Imperial unity, ko Is 
i 
With this exception, however, the propriety of th a 
Prime Minister’s attitude was not impugned, and i th 
harmony of the general approval was marred by no pay} “% 
differences. His action with regard to the Statute | im! 


Westminster was not merely approved, but highly con. Tk 
mended. Not a voice was raised, either in the Legislativ 


Council or in the House, to claim for New Zealand th} © 
powers which are to be extended by this Statute tott | c4 
other Dominions. Yet both Chambers were able una} Al 
mously to pass the petition to the King advocating t| u 
Statute, because, at the instance of Mr. Forbes, Nerf 
Zealand had been specifically excepted from its operator | NE 
until such time as she elects to adopt it, a provision whict | py 
elicited a handsome compliment from a political opponi Ec 
of Mr. Forbes. cH 

The exception of New Zealand from the effect of the Sarii m 
which is to be passed at Westminster (said Sir Francis Bell ie k 
Legislative Council on July 23) is a tribute to the loyalty are UN 
country, and a still greater tribute to the men who have if ‘|| 
courage and foresight to advocate it. I am sure that ae Si ' 
come, my honourable friend the Attorney-General wil ; of ch 
enduring satisfaction that he, as must be the case, advise 2 wi to 
Prime Minister adopted, a provision in this Statute to affect | or 
by the Imperial Parliament at Westminster which has t ‘Gat wip Fl 
declaring that New Zealand is not one of the Dominion? o 
to hold power or right beyond her territorial limits, pasad" i 


into relations with foreign Powers except through the @ 
of His Majesty. 
New Zealand. 


September 21, 1931. 
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NOTE 


ynp TABLE is a co-operative enterprise conducted by people 
ne Ro Į in all parts of the British Commonwealth, and whose aim 
who ae once a quarter a comprehensive review of Imperial 
ree from the bias of local party issues. The affairs of 
p Taste in each portion of the Commonwealth are in the 
hands of local residents who are responsible for all articles on the 
olitics of their own country. It is hoped that in this way Tue 
Rounp TABLE will reflect the current opinions of all parts about 
imperil problems, and at the same time present a survey of them as 
a whole. While no article will be published in the interest of any 
political party, articles may from time to time be published explaining 
the standpoint of particular parties or sections of opinion. In such 
cases, however, the character of the article will be made clear by an 
introductory note. 


js to P 
litics, f 
THE Roun 


\ Tae Rounp Taste can be obtained through any bookseller or any of 
the following : 


GREAT BRITAIN AND IRELAND: Messrs. Macmillan & Co., Ltd. 
St. Martin’s Street, London, W.C.2. , 
CANADA: The Macmillan Co. of Canada, Ltd., 70 Bond Street, Toronto. 
AUSTRALIA: Messrs. Macmillan & Co., Ltd., 32 Flinders Street 
Melbourne. 
SOUTH AFRICA: J. Tyndall, Esq., 126 Corporation Buildings, 
Johannesburg, 
NEW ZEALAND: The Secretary, Tue Rounp Taste, c/o Messrs. 
ey and Little, A.M.P. Building, Wellington. 
cme Macmillan & Co., Ltd., Bombay, Calcutta and Madras, 
: The Express Book and Stationery Store, near Shepheard’s Hotel, 


Cairo, 


CHINA AND 


one STRAITS SETTLEMENTS: Messrs. Kelly & Walsh, 
anghai, Hong-Kong and Singapore, 


JAPAN ; 
an a Maruzen Company, Ltd., 14-16 Nihonbashi Tori Sanchome, 
mef UNITED < 

ED STATES : The Macmillan Co., 60 Fifth Avenue, New York. 


i en eee be required or difficulty experienced in 

to Tur Roon ee Tue Rounp TABLE, application should be made 

M to the above ABLE, 2 Paper Buildings, Temple, London, E.C.4, 

S., The Mentioned, or in Australia to Professor T. Laby, 
Qiversity, Melbourne. 


© pric 
‘the ot € of Ture 


i Rounp Taste is 5s. or $1.25 per copy, and 


ual subscri . s o 
scription (including post 20s., in U.S.A. and 
* Y5, or in India Rs. 15, meee z 


Overs for binding a 


- (except N lumes, 3s. 6d. each, and back numbers, 


OS. I, 2, 16, 27 and 33, which are out of print), 


eo c 
tamed from Messrs. Macmillan & Co., Ltd., London. 
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OTTAWA 


I. OPPORTUNITIES OF THE CONFERENCE 


| T is barely thirteen years since the independent status 
E the British Dominions, which had developed during 

~ the war, was accorded definite international recognition at 
the Conference of Versailles. Amid revolutions in every 
sphere of life, the vast changes upon which the post-war 
Imperial Conferences have set their seal tend, perhaps, to 
be minimised by the contemporary vision. Great they 
certainly are, yet in one field the progress made has been, by’ 
comparison, faltering and slow. That the move towards 
closer economic unity should have been but tentative is not, 
indeed, surprising, since in the political field the tide has 
been set firmly towards the devolution of powers and the 
greater independence of the parts. Moreover, public 
_ pinion, especially in the Mother Country, was not ready 
for any swift advance ; established fiscal policies prevented 
oa Conferences, preoccupied with other matters, 
fee ee easy to shelve the uncomfortable problem of 
ublie.g te erence. To-day, there has been a change. 
a a lon is prepared ; Great Britain possesses a wide- 
te 8 tariff which she is prepared to use as an instru- 
‘Closer economic relations with the rest of the 

; and the Ottawa Conference will have the 
f singleness of purpose. Its central task 
Oration of tariff preferences, quotas and 
SO as to secure a larger flow of trade and 
ty for every member of the Empire. 
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Technical preparation, which is so essential in theo A 
field, has not been neglected. Preliminary work a: it 
enthusiastically undertaken officially and unofficially tea f 
here and in the Dominions. The Board of Trae bog 


drawn up schedules, designed to show how each Da i ! 
could help the United Kingdom exporter, which have 
all | 


forwarded to the Dominions for consideration both by the. 
experts and by the Ottawa Conference committees of ta 
Governments; and documents have likewise been Prepare} 
in Whitehall to indicate how we can help the Domini: 

producer. From the Dominions themselves, especial 
from Australia, come encouraging reports of discussion, 
consultation, and detailed investigation. Moreover, sing 
the efforts of officials and Ministers must be ineffectix 
without theco-operation and advice of merchants and mam. 
facturers themselves, the prospects of a profitable issue; 
the Conference have been much enlarged by the decisio 
that government delegations shall be accompanied iy 
business representatives. Great Britain will send six sud} 
advisers, nominated by the organisations of industr, , 
commerce, shipping, agriculture and by the trade union’ 
It is much to be regretted that no financial expert appa!) 
in this list, since, as we observe below, questions of curret i 
and credit are bound to figure in the discussions. 1M 
expected that each of the Dominion delegations will H f 
wise be accompanied by business representatives. — | 
vital as the contact between Governments and ae 
interests is bound to be, it will be inadequate byte i | 
the absence of direct consultation, both now and 0" | 
future, between groups of manufacturers in t 
portions of the Commonwealth. The imperial 
tion of industry, which should be one of the p"! d 
of the Ottawa Conference, cannot be achieve 

deliberations of civil servants and politicians. 


te, 


rational 
mary a f 


be Sif Gi E 
* It was announced on May 3 that the advisers would na a ical ae 

Vyle, Lord Weir, Sir Alan Anderson, Sir Douglas Newton, 

and Mr. W. Citrine. 
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Opportunities of the Conference 


The importance attached by the various Governments to 
is proclaimed in the list of ministerial 


Indian delegation also deserves remark, for it is headed by an 
Indian, Sir Atul Chaterjee, and contains but one European, 
Sir George Rainy ; moreover, it includes the leader of the 
nationalist Opposition. Its composition expresses the 
recognition, in Whitehall and Delhi, that politically India 
has come of age and that she may soon have complete charge 
of her own fiscal affairs. ‘The South African delegation is 
tobe headed by Mr. Havenga, the Minister of Finance, the 
Australian delegation by Mr. Bruce, the former Prime 
Minister, the New Zealand delegation by Mr. Downie 
Stewart, while Canada will possess the advantage of having 
‘very member of her Government on the spot. It is, 
incidentally, of good omen for the success of the Con- 
ference that a commercial treaty has recently been 
| Bay ted between Canada and New Zealand, which 
a oe Bekins restores the status quo ante the two 
l A war in which they had unhappily engaged. 
Policies a Important than the personalities will be the 
ie ae represent. In recent weeks Dominion leaders 
eeourapin cots no uncertain voice, and in distinctly 
| Tee ae Mr. Havenga emphatically denied the 
Ment wag outh African Opposition that the Govern- 
Apathetic about the Ottawa Conference. 
Ont 


€ cont P 9 oa 
ions cay (he said), while not entertaining the exaggerated 
Mest in some quarters, the Government is fully alive 
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to the potentialities of the Conference, to which the F 
whole world is directed in the present turmoil of fees 
restrictions. The solution of problems affecting the an and tyy, 
may well lead to the revival of trade, benefiting not on Om Money 
of the British Commonwealth, but all other ee, the men 
being is essential to the restoration of world Prosperity S, Whose y 


noig t 


We may read into this the satisfactory implication that} 
South Africa’s view the Conference must accomplish i 
reduction of tariffs and trade restrictions, and if y | 
Africa is unlikely to be able herself to Propose any i 
reaching plans, her delegates will doubtless keep th 
Conference in mind of the fact that any attempt toc 
struct an exclusive imperial unit or to effect the Prosperity 
of the Empire at the expense of foreign countries would 
disastrous to all. 

Wise words have fallen, too, from Mr. Rhodes, th 
Canadian Minister of Finance. In his budget speech k 
declared that the forthcoming Conference would afford u 
the British nations an opportunity unique in their histon; 
If, he said, the delegates met in an atmosphere charged wil] 
the determination to approach their deliberations from tk) 
point of view of mutual advantage, there would rest 
measures which would give marked stimulus to ite 
imperial trade and, besides accomplishing this primat | 
object, would release forces and establish currents wi | 
might well flow beyond their borders to the eventual bent 
of the world at large. It is clear that the current i 
must, above all, be set in motion is a reversal of p i 
of rising tariffs within and without the Empire. T 
may imply a reconsideration of some aspects of then ™ | 
policy by the Dominions is, apparently, realised 3 Ji 
Canadian Government. Colonel Sutherland, | 
of National Defence, recently warned business F 
disappointment ahead, if they thought they could A E 
sellers, and were not prepared to purchase Britis ; et E 
well. How far Mr. Stevens, who, as Minister for , 4 ost | 
Commerce, will be, after Mr. Bennett, the most ma 
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dian delegate, is thinking in terms of lower tariffs is, 
Cani more doubtful. In the budget debate he said that 
Be eenmnent hoped, by a readjustment of trade policies 
the facilities, to give to the Mother Country a larger share 
eS Canadian market and to buy within the Empire more 
e diries like rubber direct from the countries of pro- 
EE and thus open up a larger part of their markets to 
Canadian exports ; while in a statement on the external 
trade of the Dominion, after congratulating the country on 
its resumption of the position of fifth greatest exporting 
country in the world, he said he anticipated that the present 
successful trend of their trade would be hastened by the 
Ottawa Conference. Nothing, however, could be clearer 
than that no possible success can emerge from the Confer- 
ence if every participant seeks to enlarge its exports without 
at the same time increasing its imports. With his eye, no 
doubt, on the Ottawa Conference as well as on the disas- 
trous results of excessive industrial protection, the Aus- 
tralian Commonwealth Prime Minister, Mr. Lyons, recently 
advised producers to combine in an endeavour to keep 
down to the minimum the protection given to industries, 
subject to the necessity of building up secondary industries 
essential and valuable to Australia. In the Empire, as in 
the world, the Prosperity of every part depends on the 


Prosperity of the whole. The secondary industrial pro- 


4 2808 the Dominions cannot take in each other’s washing. 
ec, Ae is the primary producers, whose purchasing 
one ie on their ability to sell, which in turn depends 
ritain a o of the great importing countries like Great 

circle of nd markets for their products. There is a 
2b] or cause and effect which can turn viciously or favour- 
Rt of the Ottawa Conference is to Havens the 
Mpire,” ag Mice it has displayed of late years. The 
said the aie i - Latham, the Australian Attorney-General, 
Mutua] ane hi London, “is already a vast system of 
Mpire ae Within this system, for all parts of the 

€ 18 political security—in itself a very real 
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commercial asset. Within the Empire sent 
interest march together.” 

These declarations by responsible Ministers allo 
assurance that the greatest danger with which t 
Conference was threatened—that it would become a : 
in which “ sacrifice ”? would be dearly exchanged Bh i 
sacrifice—will be averted. ‘To ask any Dominion, a Ge 
Britain herself, to relinquish any vital principle of k 
economic policy for the sake of imperial fiscal arrangemen 
would be not merely futile ; it would jeopardise the whole 
of the good relations that exist among the partners of th 
Commonwealth. Those principles safeguarded, the co | 
dition of the success of the Ottawa Conference—and her 
we are reiterating the considerations that were elaborate 
in an article in our March issue*—is that, on balance, itz 
must produce a lower and not a higher level of tarifs. 
We seek more trade among the countries of the Commor 
wealth, but not at the price of less trade with others. Even | 
participant in the Conference comes at once as a buyer ani | 
as a seller, and comes, moreover, with the knowledge tht 
not even the completest economic union could render the 
fortunes of the Empire independent of those of forest) 
countries ; but none is more acutely aware of that tht 
Great Britain. Mr. Baldwin recently stated our problet | 
in terms of a choice of paths. “ The natural dei 
of our country is economic union with our own Hess p 
blood. If that cannot be accomplished it may well be i 
shall be driven to look towards Europe.” But that f 
false contrast, for we could never prosper by an Be 
arrangement with the Dominions which excluded ee 
the opportunity of sharing in plans for widening | 
Europe and elsewhere. ‘The war and economi? d H 
have lowered our ambitions, for we no longe! ea pi 
at being the workshop of the world; but they 5 not 
narrow our vision. Imperial myopia is fortuna! ai 
failing of Mr. Runciman. ‘“ Highly as we prize | 

* See Tue Rounp Taste, No. 86, March, 1932, PP- 
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The Sterling Group 


es We enjoy,” he said at the British Industries Fair, 
sin the markets of our kinsmen and fellow-Britons beyond 
the sea, and the extension of their opportunities here, we are 
Aco anxious not to lose any opportunity of strengthening our 
trade relations with foreign countries.” Our special 
economic ties in the Argentine and with Scandinavia need 
{no emphasis, while our vital concern with other parts of 
Burope has been brought home to us by the inconclusive 
London Conference on the Danubian customs preference 
scheme. The Dominions themselves have similar problems; 
the time may come, for instance, when Canada will wish to 
negotiate a preferential trade treaty with the United States, 
to their mutual advantage, and she would justly complain 
_ if she were prevented by her imperial undertakings. The 
British Empire is a convenient unit within which to mitigate 
tariff restrictions and to stimulate the flow of trade, but it 
can never become economically exclusive. 


II. Tue STERLING Group 


A moment the Empire is marked out, along with cer- 
tain other countries closely associated with it in trade 
maa from the rest of the world by the simultaneous 
aa of most of its currencies, in terms of gold, after 
wei a of the gold standard in Great Britain last 
ni na z we, at Ottawa or as a result of delibera- 
an Empire Re t permanently by this fact in establishing 
nena onsen ena including therein the Scandi- 
and on the ae S others whose dependence on sterling 
ane ca. Roc semis system has become apparent? 
publicists, poli which has appealed to many of our leading 
On cea eee and business men. Moreover, the 
| Bo eentatives art recently resolved that the Canadian 
Port Meastires ae ae Conference should initiate and sup- 
{  *ntish countries the stabilisation of the currencies of all 
in such a manner as to facilitate trade 
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between them and to promote the economic unit 
Empire; while in the New Zealand House of Re Toiy 
tives Mr. Downie Stewart, the Minister of et 
declared his satisfaction that the Ottawa Conferenc Ai 
enable the whole price level problem to be air 
from the Empire standpoint, believing, as he did 
concerted action on an Empire scale to raise the te 
price level for primary products might be possible, ‘ae 
ithe revival of prices must be far more important wi 
Great Britain and to the overseas parts of the Empire thy 
ithe reservation of markets can be, and since tariff meas 
closely affect the possibilities of monetary manipulatio, 
the general discussion of imperial preferences is bound 
raise questions of currency and credit. Mr, Runcimg 
himself, speaking at a London Chamber of Commer 
dinner the other day, said that the only way to escape th 
continuous sag of world prices was for all countries wh 
were linked up with sterling to support each other; tht 
was one of the justifications for making closer unit) 
within the British Empire, and afterwards we might wl 
invite other sterling countries to enter into closer relatio 
ship with us. 
But in no field is it more important to hasten soni} 
, than in monetary organisation, for a currency system, ™) 
‘established, cannot be abandoned without catastrophe. l | 
is clear that neither banking organisation, beset with e 
problems of self-preservation, nor publi¢ opinion, H n 
by the apparent failure of the existing system to cope id 
the changes and chances of our post-war life, is ready att 
super-central bank, a brand new currency for Empire E a 
or any other ideal scheme. Moreover, such is the ie | 
tion of London in the financial world that the fort Ji 
the whole new monetary structure would depe isf 
those of sterling; hence, quite apart from 4 
which might be aroused in the Dominions, 
of Empire currencies must wait until the fu 
pound, whether as a freely managed currency 
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ith gold at its old or some new level, can be decided, and 
yf raris out of the question until we have had longer experi- 
ty ance t0 indicate its true value. Narrow limits are there- 
w] ore set upon immediate action, but what might be effected 
hil, at Ottawa is the de facto stabilisation of Empire exchanges— 
tht not necessarily permanent, for there is nothing sacred 
tly] about the present or the former rates of exchange—and 
Siow! closer co-operation between the banking authorities of the 
thy! Dominions and the Bank of England. Between them they 
thal may find means, within the existing system, for accomplish- 
sun ing what Mr. Stewart urges. Looking farther ahead, the 
importance of international long-term lending in the 
dul world’s economic system, as revealed by the present trade 
ima depression, indicates the need for a consultative loan council 
for the Empire. But if these things are to be discussed, 
and it is certain that they will be, the delegates must be 
accompanied by experts in finance as well as in agriculture, 
‘industry and trade. 


III. ORGANISATION 


HE general conditions of imperial preferential 
arrangements, as well as the technical details, being 

so complicated, we should be unwise to hope for a com- 
Prehensive Series of agreements at Ottawa ; it will certainly 
ae Be impracticable to achieve very much more than agree- 
| care cipis. When the Conference is over, the 
mea events of the Empire will formulate their 
until the oe aes under the guidance of its resolutions 
or a fresh 4 i. as come to review results and make plans 
telations in peace. But many people feel that imperial 
SMES! more) i economic and allied spheres can no longer 
Aa Ministers, Tee Periodical conferences of responsible 
imperial Bee tae indeed, a number of permanent 
“timation is an ut their status varies, their public 
ersely proportionate to their number and 
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the specialist character of their tasks, and their 9 
inadequately co-ordinated. Ina report prepared bee i 
1930 Imperial Conference, the Federation of British uh 
tries pointed out that “it is a regrettable fact that a 
machinery exists, in connection with the economic wa | 
the League of Nations, for discussing economic problems 
foreign countries thanis the case withour sister-nationsofy, ; 
British Empire.” The Federation therefore recommendy 
that as soon as possible an imperial trade conference q| 
‘experts should be held, of an investigatory, advisory and 
non-political nature, with a view to laying down a sou 
basis for an imperial economic policy ; furthermore, thy 
„an imperial economic secretariat should be establishe 
formed of men with economic and administrative exper * 
ence, drawn from all parts of the Empire, to act asa ner | 
manent secretariat for the Imperial Conferences. A shor 
while ago the General Council of the Trades Union Congres 
went to the length of sending a formal deputation to tk 
Dominions Secretary to urge upon him the adoption of tte | 
policy which the Council put forward before the 199| 
Conference, and which took much the same form as tha f 
of the Federation of British Industries. Mr. Thomas i 
reply, confirmed his “ unabated support of the principle | 
contained ” in the Council’s memorandum. 
The scheme thus endorsed by both parties to our t| 
dustrial system is so bold and far-reaching that one?) 
moved to reflect that our imperial constitution has develop 
by much less drastic and more evolutionary Oe 
surest way to approach this problem is by way of con ee 
the machinery that already exists. The Imperial Eco ri 
Committee, comprising representatives of the a a 
Dominion Governments, and responsible to those et 
ments, was set up by resolution of the 1923 ee scot 
the latter proposed for it a very comprehensi mp 
within the economic field, but, largely owing t° t ee 
of one Dominion, its actual work was confined A i 
to investigations into the marketing of certal 
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dstuffs in the United Kingdom. The 1930 Conference, 
jo? ba greatly enlarged its terms of reference, which now 
howe re fe Sat 
include, inter Qua 


To facilitate conferences among those engaged in particular in- 

‘og jn various parts of the Commonwealth, and to examine 
dustrie ort on any economic question which the Governments of 
s peanonwealth may agree to refer to the Committee. 


The Empire Marketing Board was constituted in 1926 
by the British Government to administer a grant voted by 
Parliament. The 1930 Conference, after surveying the 
Board’s work, passed the following resolution :— 


The Conference . . . is satisfied that it is valuable to the Com- 
monwealth as a whole, and recommends its continuance and 
extension in certain directions, notably in the spheres of market 
‘intelligence, statistical surveys and market promotion... The 
Conference commends especially that feature of the Board’s policy 
which aims at the concentration and development in the most 


appropriate centres of scientific team work upon problems of interest 
to the Commonwealth as a whole. 


The Board, for which an income of £1,000,000 per 
annum was originally proposed, has spent in the six years 
of its life some £2,900,000 ; the greater part of it has been 
used for scientific research and markets investigation, while 
about {1,100,000 has been devoted to publicity. Grants 
made by the Board for research and development have 
ae such subjects as food preservation and low tem- 
Br ani animal husbandry, plant breeding, the 
Inthe ae Igree live stock, and mechanical transport. 
weekly pee ment of markets its efforts have included 
| eof vee aan Services on fruit and dairy produce, the 
f ES ical surveys of world production and trade 
Sticultural products, surveys of retail distribu- 
1932-33 es 9 - measure of economy, the Board’s vote for 
ae en cut down to £300,000. 

any 5S these two Important economic bodies, there are 

P mber of or : . . ? . 
&anısations, such as the Imperial Institute, 
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ne, the] 


Institute of Entomology and Mycology, the Ree 
Council of Imperial Agricultural Bureaux, which su | 
own respective technical fields are carrying on w GOs 
benefit of the Empire as a whole, often with fone 
tributed by the Dominions and Colonies as well as i Coy 
Imperial Exchequer and private sources. For one N thy 
or another, most of them have received grants fat | í 
Empire Marketing Fund, and their work has bel 
constant assistance to the Imperial Economic Cat 
i] 


the Ministry of Agriculture and Fisheries, and othe} £ 
economic bodies. Indeed, the application of scienti | 7 
research to commercial needs has become one of the m| " 
important aspects of imperial co-operation. Undoubied;' € 
the work would proceed with greater economy of efon i 
and its results would be more fruitfully disseminated} 
these institutions were possessed of a common centre f 
the co-ordination of their inter-imperial work, much o 
which cuts straight across the administrative and cor | 
stitutional division into Dominions, India and Colones: | 


Moreover, the creation of such an organisation would gr} : 
to each member of the Commonwealth a sense | 4 
operation in a common enterprise (enabling Canada, ft} th 
instance, to take an active part in the development of it « 
West Indies), and would concentrate the interest and 2 a 
of High Commissioners and other Empire representatl® wW 
which at present is dissipated among a number of ei Aih 
tions, no one of them being in itself comprehensive a4 m 
portant enough to arouse enthusiasm. We are far 4 th 
suggesting that a newsuper-institution is necessaly- a pr 
we believe that some of the bodies, say the Empire Ma i ir 
Board, the Imperial Economic Committee, the Con a 
Agricultural Bureaux, might merge their fone got p 


continuing much the same loose connection wit 
technical authorities as they possess at ree 
problem is not, in these days, one of organising ist ah 
ambitious development, but rather one of adm 5 
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resources to the greatest advantage of the whole 
wealth. Lest the extent of the change should be 
De ed it would be well if the new authority were to 
ae =e of one of the existing bodies ; henceforward 
ado Ecc, refer to the proposed institution as the 
p ee economic committee. 
p title which we use for convenience is not meant to 
beg any questions as to the body’s structure and member- 
ship. The first point to be decided is that of its scope 
and function. While to some extent they must be left to 
take shape as the committee wins the confidence of the 
various members of the Commonwealth, its general field 
may be described as that of non-contentious co-operative 
endeavour—already large and, as the Select Committee on 
Estimates acknowledged, bound to grow steadily “as the 
value of such co-operation comes to be more and more 
appreciated,”” 
In the first place, the committee’s terms of reference 
should cover the present activites of existing institutions 
such as those listed above, and the normal development 
thereof, They include scientific research, investigation of 
markets, commercial publicity, agricultural economics, 
the promotion of industrial and other technical conferences, 
the dissemination of scientific knowledge—interpreting 
Slence”” in its broadest sense. But, beyond that, the 
ace should be Prepared to undertake any function, 
de Berrie and scientific spheres, that might be 
ments of a Boe unanimous wish of the several Govern- 
the work of T mpire, It might, for instance, carry on 
Promoting A present Imperial Economic Committee in 
H betiveen a 3 rational division of industrial production 
ligoy ce ae of the Empire, acting in this field 
| One oat the agency of industrialists themselves. 
Assume ig 4 G po portant function which it might soon 
Which has a e ination of Empire statistics, a matter 
erences ae the attention of successive Imperial 
XK Out any palpable result, largely because 
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the highly desirable centralisation of our ọ 


statistical work has not yet been accomplished } 


wn ofici 


But the absence of specific restriction upon iie ( 
an imperial committee should not be interpreted as wee f 
to embark at once on the grave and controversia] E c 
which some of its advocates would regard as its oat ci 
métier. To suggest, as the Federation of British Inde : 
seems inclined to do, that the creation of such a pen i 
organisation would “take economic relations out of ù re 


political field ” is to fly in the face of fact. Fiscal autonom | of 
by which is meant the unqualified and unquestionable righ in 
of each succeeding responsible Government to alter) w 
tariff as it pleases, subject only to properly conclude 

external treaties, is among the most dearly cherished oft! ne 


Dominions’ privileges. At home, in spite of the chang/ no 
that has come over the political scene and the erectionofi} €c 
general tariff, there is no subject over which the politicas] at 
more furiously rage. To make the imperial economi © 
committee responsible for the formulation of tariff pr of 
ferential policies, in the sense in which the Import Duties 1 
Advisory Committee is to be responsible for the formulate] th 
of tariff policies in this country, would at once prejudicett| 4 
whole of its scientific work and alienate the esteem of hi) a 
sections of public opinion. It would seriously endang a 
too, the smooth and amicable working of the commit i x 
itself. That is not to say that questions associated "A th 
tariffs should be automatically excluded from 1% eer te 
The assembly and rationalisation of statistical an | Ty 
facts concerning some definite aspect of ine | p 
relations would be a proper task for the experts ail th 


committee, if its reference to them was unanimously agi : 
upon by the interested parties. pw 

Thus limited in its field, the establishment © sions a 
mittee would not involve acutely those ae ji 
responsibility which have exercised many a í 
Imperial Economic Committee, and the Executi? 


h sih! 
of Imperial Agricultural Bureaux, which are resp i 
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Governments of all the participating members of the 
onwealth jointly and severally, perform their advisory 
pas executive tasks without any serious collision with 
and ee) difficulties. In these days of specialism and 
E con in government, it is foolish to try to compress 
ca organisations within the forms and categories of 
U eguien or Mill. The kind of organisation that is 
suggested is a small secretariat with a permanent head, 
acting under the authority of a committee representative 
of the different parts of the Empire, which would assume 
intermediate responsibility for such executive work as it 
would fall to the organisation to perform. 
Itis not suggested that additional expenditure would be 
necessary to carry out the plan. Neither the overhead costs 
nor the direct expenses on publicity, markets investigation, 
economic research, and so forth, need be greater than those 
at present incurred by the merging bodies. Nor does the 
establishment of the new committee imply any enlargement 
of the grants which are now awarded to the technical 
institutions. It is essential to the success and esteem of 
the committee as a co-operative enterprise that the 
Dominions should contribute to its maintenance, but 
their economic difficulties, which are no less than our 
own, might ban any scheme involving them in any fresh 
“pense at this moment, so to begin with they might be 
a simply to continue, as block grants, the sums that 
> nies y A direct to the various existing inter-imperial 
inhet a er, perhaps, with some general contribution. 
Pomotin 1 i 7 the British Government has financed the 
through ah, € sale of their products in Great Britain, 
| comes, iti an Marketing Board, so, when the time 
of O subsidis, : "i y to be hoped that they will feel prepared 
f i mpire good m conduct the promotion of the sale of 
| doubt as > In their own markets. Again, there will no 
Will be a pieces of practical research work which it 
Min; ‘te and necessary to conduct in the overseas 
RRA Concerning, let us say, fisheries in Canada or 
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Newfoundland, or wool husbandry in Australia 


cases it would be natural that the Dominion £ lns PE 

affected, within whose jurisdiction the wor ticu ff ( 
rried out, should b iderab Was by 

carried out, should bear a considerable part of then yj b 

A body of practice in financial matters would thus i E. 
( : Rh, 

up, and later, as the reputation of the organisation Ly ad 

the Dominions might prove willing to contribute eal d 

and substantial sums to the general cost. a : 

ti 

IV. MIGRATION i: 

: : a. o 

HERE is one further question which it might be l h 


gested should come within the purview of the nt 
mittee, and that is migration. But, unfortunately, thti in 
no longer covered by the description of “ non-contentios} 


I 
co-operative endeavour.” The problem of emigration hs} D 
violently and disastrously changed in the past few yet} co 
In 1929 the net balance of British passengers departingtite} of 
the United Kingdom for places outside Europe was 95fi wi 
of whom 67,671 were leaving for other parts of the Empi ex 
In 1931 there was actually a net inward balance of 354} sn 
of whom 22,858 had returned from the Dominions i thi 
Colonies. The distress of some of the unfortunate En 
grants who have been forced by adversity to oan í i 
received much publicity in this country, especially va a 
organs of the Opposition. ‘“‘ The hopelessness of the > A 
Dominion,” “ Thousands of young Englishmen lining { 


pet 
reply 


in bread queues ”—these are the phrases upon w 
opinion of the electorate is being nourished. 

was recently presented to the House of Commons, ie 
to be signed by fifty thousand British-born Pea a 
having emigrated to Australia, now seek eis 
complaining in bitter terms of the “ extravaganiy P 
and in many cases indubitably false ” statements og 
they were persuaded to emigrate. Whatian of i 
may be in these strictures—it is clear that ™ j 
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ue in fact and in inference—the Governments of 
re en and the Dominions cannot escape all responsi- 
Great Bu ast emigration, and they have burnt their fingers 
pility e some time to come, therefore, it seems likely 
badly. yernment assistance in this field will be confined to 
that A subventions to approved private bodies who will 
Wi assume complete financial and general responsi- 
bly for their schemes of emigration, and to the resump- 
tion of subsidised ocean passages. 
That is not to say that the problem can or ought to be 
avoided at Ottawa. A conference which shirked tasks 
merely because they were unpleasant or difficult would not 
hold any hope of real success. Movements of men and 
movements of goods and capital are tightly linked factors 
in the world economic system. Advocates of imperial 
preference in this country frequently claim that although 
Dominion markets, measured by head of population, are 
comparatively small, they are expanding through the flow 
of emigrants, and that their prosperity involves not only 
wider opportunities for our trade but also an outlet for our 
excess population. The 1930 Conference declared that the 
| successful solution of the migration problem “ depends upon 
| the availability of adequate markets for the products of the 
Empire and of sufficient capital for the development of its 
resources? From our point of view in Great Britain, we 
ee that the process of emigration naturally robs 
hen of the best, because the hardiest and most 
mite Keene of our population. Critics in the 
q specially i y contrast, have sometimes complained, 
| being oe k e att few years, that their countries were 
if industrial « a dumping ground for the cast-offs of our 
| tity to aan The Ottawa Conference has an oppor- 
f ftom t A oe. ate a wider view of population movements, 
j + operative Point that the Empire is, or might become, 
Madscendin : economic group with a common purpose 
Both one me political divisions. 
ment and circumstance favour at this moment 


477 


> 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


` ny 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Ottawa 


the realisation of that principle, which is the ke 
at Ottawa. ‘The change of feeling both here aaa 

Dominions we have sufficiently recorded in our mn 
article. In the economic mélée into which the way 
been plunged, Empire countries, and especialy a 
Britain, have been among the first to recover their e 
Now is the chance to make an effort to escape, and a 
same time to lead the rest of the world. The ia 
dependence of the countries of the British Commonvi 
and their value as an economic group, have been underly 
by the simultaneous depreciation and resuscitation of s 
ling and other currencies of the Empire, but the difficult 
, of the currency question warn us not to pitch our hopes 
Ithe outcome at Ottawa too high. We are seeking i 


Postscript.—Since the above was written, the report of the Corri 
of the Economic Advisory Council on Empire Migration (Cmd. 4075) 
been published. The Committee, after considering the progresse ‘ue 
in our birth rate, and the likelihood of a gradual readjustment of ourin a 
life, conclude that “ we are now confronted with a profound dishar i 
between the economic needs of Great Britain on the one an 
Dominions on the other, in regard to migration. Now that i miglit? 
ius to send large numbers of our people to the Dominions, ! 
‘the Dominions to receive them. When the time comes that t i set 
will again welcome immigrants, it may not be to our ecole not 

supply the need.” Nevertheless, by reason of other ee i 
because “ the sense of unity which animates, and is the mar eli 
link between, the self-governing parts of the British 0 the po 
largely dependent on the preponderance of British stock i depres, 
of the Dominions,” the Committee hold that “ when © iis 

passed ”—but not before— it will again be desirab'e, Passat 
Government in the United Kingdom to grant financial 4", 


` 7: mpre 
substantial scale towards oversea settlement within the Emp 
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‘reverse the tendencies of decades. Still, the opportuni 


‘is as great as the task, and if we can show the first hintsd 
success we shall have given both example and encour: 
ment to a distressed and leaderless world. 
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REFLECTIONS ON THE CRISIS 


N the tragic drama, the critics tell us, the master- 
craftsman will interrupt the inevitable progress of his 
theme to its catastrophe, so that our minds may come to the 
climax cleansed, indeed, but not exhausted by those emotions 
of pity and terror which tragedy awakes. We find relaxation 
and repose, before the ultimate and almost intolerable 
strain of the tragic ending, through the withdrawal of 
Lear from our sight or the scene with the gravediggers 
or the prattle of her son to Lady Macduff. 

For twelve months the course of world affairs has followed 
the authentic construction of tragedy. Blow has succeeded 
blow, and the world has seen its economic life exposed to 
- the relentless interaction of disintegrating forces. Now, 

an interlude of relative calm, it awaits the unfolding 

of the drama in which its members, “themselves the 

Ta x their proper woe,” are the players. When and 

ee next blow will fall, whether the processes of 

or by a can be arrested or will exhaust themselves, 
ee : eons its material foundations will bring 
= ton eee of our modern civilisation in ruins 
B Certain ence oor are wrapped in obscurity. Nothing is 
FB ving, ae that nothing stands still. The world is 
tecovery a = though imperceptibly, either towards 
E Ths = oe from it 
| We live in a thought to be the language of despair. 
“0 age in which the human race is perhaps more 


479 


ce-o. In Public Domain. Gurukul Kangri Collection, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Reflections on the Crisis 
instinctively optimistic than ever before in its } 
Our own generation has seen such amazing achig Stop, $ 
in the conquest of matter, in the subordination of A Dy 
of Nature to the needs of man, that we are apt to ry 

not only the delicacy and the artificiality of oy; md 

and financial background, but its ultimate depen M 

now as always in the past, on that moral and odie 

sphere in which the progress of the modern world has Ke 

so immeasurably less significant. n 

A political survey of the world to-day discloses ih 

ground for optimism. The crisis has, indeed, confine 

what few Englishmen in their hearts have ever doubte 

the genius of their own race and the aptitude of thil 

institutions for government in an emergency. Butith! 

also renewed the old doubt whether in a period of unuyjy | 

and protracted difficulty the constitutional system andej | 

political practice of the United States are consistent wil} 

effective government or lead unfailingly to the spect í 

now staged of interminable and profitless wranglg) $ 

between the executive and the legislature. In Europe w ; 

A find little but mutual suspicion and unbending nationals y 
; France, intent on security, a security measured in wr l 
of the weakness of Germany and dependent on the ne 
maintenance of the peace treaties and the alliances H I 
i : the otf < 

have grown out of those treaties; Germany, On wn 
hand, disillusioned and despondent, with no democt | 
f 

} 

$ 


-o 


tradition and little faith in democracy, without a 
of a Government founded on general consent, tor? beti 
the revolutionary doctrines of communism 
and theatrical bombast of the pseudo-fascists. ie 
can pursue a consistent or fruitful foreign poly 
no assurance of stable government at home: 
foundations of government shaken, as 12 
Europe, the difficulties of international co-0 
intensified and the springs of goodwill ane ©. ft 
enlightenment are dried up. It is, pon 
times, and not a mere idiosyncrasy © t 
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de Valera should have chosen this moment to 
that Mr. he shackles of a decade of friendly co-operation 
cast off F in its place embitterment and isolation, 
and P aonic sphere, every day provides fresh proof 
pn = nations of the world are economically inter- 
that ee and that their financial life is built up on con- 
Fee Yet every day records some new shock to confidence, 
some other attempt Bees national self-sufficiency, 
As the fall in prices continues,” its effects are seen to be 
progressively more serious. ‘The most formidable problems 
are set when all money burdens remain constant and 
of all goods are lowered. The economic machine js 


ners fight 


l over the 
world are submerged beneath the immensely increased 


creditors seek to maintain their 
assets. In the struggle between 
earners, between debtor and creditor 
slows down and production dwindles, 
uction of the worldt rose from 100 in 
12 in 1929, and by December last had 
production (1928=100) had dwindled 
; o 69 in Canada, to 87 in France, to 
a Germany, 60 in Poland, 92 in Great Britain, and 67 

United States. Production means income, and 


Such f 2 
o ene as these imply a fierce struggle everywhere 


Vision of a vas 


ie tly diminished aggregate income. 
Se i 9, nee Prices in America have fallen 31 per cent. since September, 
7 i Bee Unite over 6 per cent. since September, 1931. Wholesale prices in 
of f Petiogs 5, ‘ngdom converted to a gold basis have fallen oyer the same 
ai T Index 4 r cent. and 24 per cent, 


€ institut für Konjunkturforschung. 
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The first and chief sufferers are the unemplo 
those with variable money incomes or incon a the, 
from foreign investment, last of all the we i deriy 
By the transfer of wealth from the entreprene, | 
with fixed money claims, enterprise and developm, thes 
stifled, the universal dislocation becomes a ent a 
and the struggle is renewed and intensified, a 
If it was inevitable that governments should seek 

intervene in this imbroglio, it is certain that their a 
vention has on the whole aggravated the process of i 
integration. Government action springs from the desi 
‘to mitigate necessary readjustments and from the fear ¢ 
‘economic changes leading to social chaos. Thus it hy 
seemed to the countries of central Europe vital to main- 
tain the nominal gold value of their currencies becay 
they regarded the social consequences of a second inflatim 
„âs hazardous in the extreme. Exchange control, impor 
(quotas and restrictions are the natural instruments ofti 
policy. Exchange control to be effective must be complet}, 
and to be complete necessitates the control of all economi 

activity. The economic life of Germany to-day is efecti f 
managed not by industry nor even by the State, bth 
the Reichsbankdirektorium, and the result is to tighten th | 
noose that is strangling production. Again, in the efo 
to achieve a positive balance of payments, every count} 


Cathe, 


finds it easier, in a world in which there are no By | 
: . 0 
to reduce imports than to increase exports. a x 
an 


country’s imports are the exports of another, | 
general forced abstention from importing must JP oi ) 
run bring all international trade to an end. If eh , 
it cannot fail to reduce the whole standard of ou! E 
tion. : 

( 
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i; 


OW is the world to escape from this impasse ? The 

economic disorder is due primarily to the rapid fall in 
prices, and it is clear that a general rise in prices to the level 
of 1928-29 would be by far the most powerful and universal 
remedy. Leaving for a moment the question whether 
anything can be done to stimulate such a rise, let us look 
at the alternative. It is that the world should go through 
along agony of adjustment to a lower price level, with all 
that it involves—the writing down of indebtedness of 
wat: every kind, internal and external, the reduction of wages 
aux and other fixed incomes. This process can be seen operating 
att | to-day, but it would need to be carried a great deal further. 
por It would mean repudiation by governments, drastic reor- 


tif ganisation of the capital of public companies, statutory 
ler lowering of interest rates and fixed charges, as in Germany. 
om} It would bring with it increased unemployment and a 
in} general lowering of the standard of life, and no one can 


t foresee what social consequences would follow in their 
train. On every ground the alternative to a rise in prices 
iS one which no class and no nation can contemplate with 
w equanimity, 

But to-ask how a rise in prices can be brought about is 
pane into one of the classical controversies of the 
te ed There are those who would have us believe 
factors ee life is entirely dominated by monetary 
inne y that the central banks, even though through 
Power to x E they may deny it, have it in theis 
simple PEA n a trade boom or a trade depression by the 

there aan allible expedients of cheap or dear money. 
rôle, and a gue monetary factors a quite secondary 
trade m = uid maintain that money follows trade, not 

€y. In other words, that an over-production of 


commodi Š 
Mes leads to a fall in prices and that prices will 
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rise again only when the statistical Position 
buying for a rise—in such controversies trut 
roughly midway between the extremes, 

it difficult to believe that if central bankers are omni MA 
able men should have practised that profession for x 
without discovering the fact. It is not a normal 4 on 
teristic of any profession to undervalue its own inp 
in the world. To the layman, again, it must appear onl 
that the abundance or scarcity of credit is without li, 
on the moment at which the speculative buying of A 
modities will begin, and private enterprise feel Justified 
in entering upon constructive works of capital improve 
ment. But if wisdom lies in the mean, we shall inclig 
to the view that the operative factors are many and ther | 
interactions extremely complex, and for that reason at 
shall be cautious in announcing panaceas. 

Certain facts in the situation stand out. The firsti 
that world stocks of many of the principal commoditiesae | 
exceptionally large. Of that the following table is sufficient | 
indication. 


encoun g 
h often i 
The layman f 


Wortp Srocxs or Primary COMMODITIES 


( 
( 
At Beginning At Latest 
of 1929 Date _ — Date | 
American Aral 
cotton } 3,494,000 bales 8,760,000 bales April 1, 19 : , 
Copper 202,000 tons 623,000 tons October I, 1 i 
Ebina. 25,000 tons 61,500 tons April I, 1932 
Rubber . 266,000 tons 644,000 tons March 1, Hh 
Sugar .. 4,422,000 tons 8,641,000 tons March 1, 19 


March 1, 193 


Coffee .. 15,703,000 bags 34,179,000 bags aber b1 


Wheat 565,000,000 bushels 542,000,000 bushels Dece 


Feil 
* Tris true that stocks are held to-day to a quite ee 
| extent by the producer, for the reason that merch” y 
‘consumers have lived from hand to mouth. ise, 088 
respect, the technical position is favourable for 4 ‘ate yt 
confidence is restored and buying begins. ~ a awe tf 
consider these figures, and others like them, W : sto? 
told, for instance, that there is in the world a 
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Chilean nitrates equal to three and a half years’ con- 
tion, we are bound to acknowledge the existence of a 

Ae able obstacle to an early or rapid rise in prices. A 
ae fact which we cannot overlook is that the power of 
ae Britain to influence the course of world prices by its 
Pe netary policy is not the same as that of countries, such 
as the United States, which have remained on the gold 
standard. Any appreciable rise in prices in America 
must have world-wide repercussions through the gradual 
redistribution of the gold stock. In theory at least, a aa 
rise in sterling prices should lead to a fall in the gold 
value of sterling and be without any certain and direct 
influence on prices outside those countries which follow 
sterling and not gold. But in the conditions of to-day, it is 
me \ clear that relative price levels are not the only determining 
factor in exchange rates. The present strength of sterling, 

ti for example, is due in part to large movements of capital S 
i resulting from a revival of our world prestige in recent 5 
ah months and from distrust of other currencies; and in such 
circumstances there is reason to believe that the exchange 

could be held even against an appreciable rise in sterling 


prices. As a nation we have an overwhelming interest 
in the revival of- world trade, and that interest demands 
that we sho 


uld exhaust every means in our power, by low 
j aa aute and a reasonable expansion of credit, to help 
“isng prices in the area in which the influence of 

sterling is dominant. 
E ae if our own authorities and those of the United 
A T n pursue policy of cheap money, it is essential 
of ater eee this is our third fact—the importance 
tion, Th and Psychological factors in the present situa- 
own of ates the world there has been a breaking 
in item F ence, The world as a whole has lost faith 
utope ee co-operation; America has- written off 
Mistrust a urope America; many nations have come to 
Politica] eee q espise the governments and -even the 
~ eSututions under which they live, others are 
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suspicious, often with good reason, of their banki 
A succession of scandals, not confined to any 
culminating in the Kreuger affair, has so shaken contia 
in the larger business undertakings of our hc Ce 
threaten, often by false analogy, the whole mo jae ‘ t 
towards rationalisation. Monetary policy can do in 
restore confidence, yet prices are not likely to rise nor i 
to revive without it. It will return in any event a 
gradually and with faltering steps, and to assist it on i 
way is the most pressing political task of the moment, 
Governments can exert a great psychological influen 


| 


ng System, 
Nation al 


are unfitted and by working for a settlement of Outstanding 
international problems. Modern economic organisation); | 
admittedly imperfect, but it is never so imperfect as when \ 


OQ. O (es) TH) as) es)” fo ene a 


governments attempt to direct it. Their interventions f a 
| haphazard and it is, in a business sense, irresponsible, sine f} b 
‘it is subject to no penalty for failure. Much of centa f n 


Europe to-day is within hailing distance of the Sone h 
system, which requires all foreign trade to be in the hand f g 
of the State. There is no half-way house between that 
system and private enterprise, and the only result of th 
attempts by governments to regulate private enterprise t vi 
times of crisis by exchange control, quotas and simil ‘ 
restrictions is that they prevent the economic organism fon“ 
exercising the power inherent in it of correcting 18 ue f 
excesses. Trade cannot again flow freely until curren \ 
are allowed to find their own level, and it seems ne 

that others will be compelled to follow the a 
Greece in abandoning the pretence of a gold parity " 

has lost all reality. 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 
e- 5 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


Reflections on the Crisis 
III. 


HEN governments turn to their legitimate function 
of political appeasement, they soon find that 
incomparably the most difficult international problem 
of our time is that of Franco-German relations. It 
enetrates into every nook and cranny of European politics, 
and the failure of Europe to solve it has contributed 
more than any other factor to the estrangement of Europe 
and America. ‘The abortive French plan for a limited 
Danubian federation is an admirable illustration of what is 
meant by these statements. The succession States of the 
old Austro-Hungarian Empire, with the possible exception 
tin of Czecho-Slovakia, are all in varying degrees economically 
nif and financially embarrassed. Their budgets are un- 
int |) balanced, they are either in default on, or find difficulty in 
tl |, meeting, the service of their external debts, and if they 
viet | have contrived to maintain a precarious adherence to the 
nds | gold standard it is only by the exploitation of every known 
that device for the control of exchange and at the cost of the 
tef virtual abandonment of foreign trading. They are the 
ei victims not only of the fall in prices but of the disruptive 
yilar provisions of the peace treaties. The history and the 
waf details of the proposed Danubian plan are in some respects 
om ae It appears to have originated in a suggestion of 
ciei the British Government that the Danubian States should 
he aa Zollverein which existed under the old 
then ener e suggestion was resisted and M. Tardieu 
fou ae with his Danubian plan. 
ovakia, A ne French proposal, which covered Czecho- 
Was ae Rice Hungary, Jugo-Slavia and Roumania, 
ferences. te He countries should establish reciprocal pre- 
that cera, Stent of 10 per cent. of existing tariffs ; 
and Tta] un Countries outside the group, notably Germany 
chy i auld stant the Danubian countries preferential 
gucultural products, without any direct 
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advantage in return; and that a loan of $50,009 
be raised on the guarantee of the lending coy 
sumably France and England) and spent, y 
national control, for the protection of the ae 
exchanges of the Danubian group. The 


5009 $ 


se 


foundered after two days’ discussion at the Loni 
ference, owing to the refusal of the outside Powers a 
particular Germany, to abandon their mot at l 
nation rights. Probably from every point of view A 
better that they should founder. The plan was F th 
narrowly restricted in scope to bring much lasting bene p 
even to the Danubian countries. It involved expensir i‘ 
palliatives in the form of fresh loans for dubious objec, FG 


It would have strengthened the French hold on the Lit 
Entente and would have reinforced the political with kt Qi 
economic isolation of Germany. 


Fr 
When the Lausanne Conference meets in June, itisuf wa 
consider not only reparations but also the plight of tef we 
Danubian States. The Conference can do more thanay) int 
other single agency to restore confidence and thus to lutf Do 
a revival of world trade; it can also postpone that rev) Pa 
indefinitely. In a sense the problem of reparations hi Du 
‘solved itself, since a renewal of reparations payments is a Iri 
ün sight. But what the world needs is not acquiescent®) ver 
a temporary default, but a lasting settlement as part olay pre 
honourable modus vivendi between France and Cre 
It is idle to speculate on the prospects of the Confetti bale 
All but the strongest governments are the ce a Up 
public opinion, and it seems unlikely that either a ti 
Germany will be represented at Lausanne by a Boy jiane Mer 
drawn from an assured and durable majority 12 T tie byi 
or the country. -This is one reason the eae amh A 
right that the British Government and, if his hea t 7 utf tas 
the Prime Minister, should continue to exert 12 sions boy 
settlement all the influence which in such ater i 


properly be claimed by those who have vita 
stake and are yet essentially- disinterested. 
e 
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IRELAND AND THE TREATY 


EDITOR’S PREFACE 


N account of what has been happening in Ireland since 
Mr. de Valera’s accession to power will be found in 
the article from the Irish F ree State that follows. In this 
preface We give our own view of his action with regard 
to the Anglo-Irish Treaty of 1921, and the Irish Land 
Annuities, and of the course to be followed by the British 
Government. 

First to deal with the oath, the form for members of the 
ith | Qireachtas* was set out in Article 4 of the Treaty.t 
From the British standpoint, the essence of the Treaty 
was that Ireland should remain in the British Common- 
wealth of Nations, and the oath was the earnest of her 
intention to do so. Her status was to be that of the 
ut} Dominions, and her position in relation to the Imperial 
vit! |) Parliament and Government, and otherwise, that of Canada. 
wi) Due effect was given to the provisions of the Treaty in the 

lish Free State constitution. Article 17 reproduced 
verbatim: the oath clause (Article 4 of the Treaty) and 
Prescribed the time and manner of taking the oath for 
‘very member of the Oireachtas. Article 55 imposed the 
| i duty on Ministers who happen not to be members of 

e Oireachtas, and therefore are not covered by Article 17. 
a oa now the oath has been taken by both Ministers and 
3 mbers alike, including Mr. de Valera himself and the 
jimbers of his arty. The Treaty has been loyally kept 
-y both ae party. e Treaty VE o 
a or the last ten years. z ; 
iz oe Instance of Mr. de Valera, however, the Dail 
on Fari a Bill to delete both Articles 17 and 55 

; constitution- and thus abolish the oath. It 

t = a Parliament. 
wy. “tual words see page 503 of the article that follows. 
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has done more. Section 2 of the constitution 
Anglo-Irish ‘Treaty the force of law and provides ave y 
the event of any conflict between its provisions 4 R 
of the constitution, or of any amendment an ndy 
under the constitution, the Treaty should pr 


hE 
hog 


aW Dasa E 


Bill would also delete this section, and the words aa h 
Article (50) limiting amendments to those which aa : 
infringe the Treaty. ty ; 

These are vital alterations, and they have been delik sh 
ately introduced—Mr. de Valera has himself told ys E go 
without any previous consultation with the British Gom | V: 
ment, the other party to the Treaty. In our opinion M wi 
Thomas is right—“ the Bill is nothing less than a repudian} no 


of the settlement of 1921 as a whole.” It cannot be justifd! 
by the Statute of Westminster, or anything else that li In 
happened since the Treaty was signed. When that Stam) 4 
was before the House of Commons last November, tf ™ 
British law officers gave it as their considered opinion thi 
the binding character of the Treaty would not be alte 
one jot or tittle by passing it. It is Professor Berriedit 
Keith’s view* that, notwithstanding the Statute of Wer 
minster, as the Constituent Assembly of the Free Stat 
definitely enacted that the Tréaty is superior © 4 t 
provision of the constitution, and of any amendment a 
the Oireachtas cannot legally pass any enactment whic oiT 
counter to the Treaty, and that any such measure K 
have to be held invalid by the Irish Courts as @ meea 
of law. But, even if the Statute of West i 
removed the obstacles in the municipal law of 5 7 
her breaking her word by deleting the pon a ‘ 
constitution which gave effect to the Treaty, Ta fa 
have left that Treaty absolutely intact besta E rs | 
Ireland. Obligations of good faith would st A ry | 
in the way. of the course taken by Mr. de ee A | 
Cosgrave, then President of the Executive i ma 
Irish Free State, reminded Mr. MacDonat 
* See the Manchester Guardian of May 2» 193%: 


= 
a t 
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s read to the House of Commons in November, 
hich "a reiterated time and again that the Treaty is 
wwe a which can only be altered by consent.” 
an Been should Great Britain do in this dilemma, which 
| ie n thrust upon her ? Our people have the friendliest 
F towards the inhabitants of the sister island, and 
aA nothing we desire more than good relations with 
e At the same time, our Government could hardly 
H ta eyes to so deliberate a breach of agreement, and 
go on as if nothing had happened. It is, moreover, Mr. de 
Valera’s intention that more shall happen, and his action 
with regard to the oath is merely a first step. He an- 
nounced in the Dail, at the second reading of the Bill to 
iy) alter the constitution, the readiness of his party to lead the 
t ty J Irish people on to complete independence, as soon as they 
atu, are ready, and his acceptance of the invitation to Ottawa 
, th, would merely seem to indicate a desire to get the best of 
itul both worlds until the final step is taken. A suggestion 
leaf, Was made in the House of Commons that we should consult 
edl} With the Dominions, and a question which involves a risk 
Weep of the Commonwealth losing a valued member must 
Suef Obviously be brought to the notice of the Imperial Con- 
a ference. But that is a very different thing from asking the 
crt Conference to decide what we ourselves ought to do ina 
naif, case which primarily concerns Ireland and ourselves alone. 
yj) The responsibility of making up our minds could not fairly 


nate effectively be put upon others. As the Secretary for the 
8 minions replied when the suggestion that we should 
ait *Sult the Dominions was put to him, “it is a difference 
pip ween two parties to an agreement. One of the parties 
i “Pudiated it. There is no more to be said.” 

a to Opinion, we should take our stand upon the Treaty 
i faith ome confident that the Irish nation, in whose good 
g» 


While oy al continue to believe, will return to it. Mean- 
; T 


ë : 

| Curse 4 °vernment has, we consider, adopted the only 

MY toug 2 Was open to it. If Mr. de Valera’s Bill 
tee BS through its remaining stages into law, it 
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would obviously be impossible for the British 
ment to enter into any new agreement 
Government in Ireland which has so deliberate] a 
an existing one. Thus, as Mr. Thomas hes oy 
no further agreements can be made at Oa 
can there be an agreement for the renewal : 
preference given to the Free State under the i th 
Duties Act when that preference expires in Noval 
while an agreement so fundamental as the Tre 
deliberately repudiated. ! 
The retention by Mr. de Valera of the Land Anmui 
is a different matter. It too arises out of the Anglos 
settlement, but it raises no vital constitutional questin 
and although Mr. de Valera’s attitude was unbending; 
first, he appears to have adopted a more reasonable w 
since Mr. Thomas’s letter of April 9. From his statemey 
indeed one gathers that he had never seen the 19234! 
1926 agreements, signed by members of the British x 
Free State Governments; these make it clear that W 
annuities are to be collected by the Free State and hax 
over to the British Government, which has to py 
interest on the stock representing the original loans 
means of which the tenants were enabled to pure 
their farms. Mr. de Valera has now told a repie 
of the Associated Press that “the whole question a 
re-examined in view of the agreement between the a 
Government and the Irish Free State CUE aby 
1923, and brought to light by Mr. Thomas. T yia 
of reconsideration failing to convince na 
although we consider that the British case 1s TGs 
our Government should, we think, be prepare the $ 
this particular question to arbitration un = ing 
adopted by the last Imperial Conference for $ yell B Th 
ences between members of the British Co 


a 


T + att 
beyond ae 


_* See The Irish Press of May 2, 1932- 
~ + See the official summary of the proceedin 
3930 5; 
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I. Tue RESULT oF THE ELECTION 


LTHOUGH the result of the Free State election 
N aredi surprised the outside world, it was not 
unexpected by close observers of Irish politics.* The 
fact that Mr. Cosgrave’s Government was the oldest in 
Europe was perhaps its greatest handicap. Few adminis- 
“+ trations can hope to survive the accumulation of dislike 
engendered by ten years of resolute and impartial govern- 
ment, particularly in a country like Ireland, where envy 
and hatred of those in office or authority are peculiarly 
prevalent. Moreover, the Government itself did not act 
with much tact, and justified the humorous comment of a 
friendly cynic, that it contained several statesmen but 
only one politician, namely, Mr. Cosgrave himself, Just 
before the election it announced its intention of making 
substantial reductions in the salaries of the primary school 
teachers and the Civic Guards, which these influential 
Te representatives scattered all over the country, 
blan ieee Se It committed another and more serious 
Lior ge hee "a ve at the same time a State prosecution 

Wider the P ie before the Military Tribunal, set up 

rely Sa : Safety Act, against Mr. de Valera’s 

Ta Gall paper, The Irish Press, and its editor, 
WH lication of eee The charge arose out of the pub- 

Politica o = statements alleging ill-treatment of 
e hearing oce, oy the Civic Guards in western Ireland. 

: Pied eleven days, and over fifty witnesses 
4 portani e, Such a case naturally presented a splendid 

F Oe Pleading Justification of the statements 
E Rounp Taste, No. 86, March 1932, P- 374- 
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published, and gave Mr. de Valera’s party a fi 3 
for political propaganda, of which it fully = Operi 
In the result, although the defendants we a icy | 
each, the evidence justified the editor’, cia taf 
credited the C.I.D. department and its heag aa | 
event ordinary common sense ought to have dlr dap 
the Ministry that the eve of a general election a vel 
time to embark on what might certainly be deoti 
an attempt to stifle public criticism of their we 
activities. 

But, quite apart from these blunders, the election Test 
clearly indicate that the people as a whole desired a chin 
of Government, and would, in any event, have ensured; 
by their votes. The first preference votes were as follow: 
Fianna Fail, 566,325 ; Cumann na nGaedheal, ‘ane 

Independents, 124,513; Labour, 98,263; Fama 
34,989. ‘The result of an election under universal sufu 
may justly be described as a verdict based on the collet 
wisdom of the ignorant, and this election is no excepit 
to this definition. In effect, the people desired to gett 
of the Cosgrave Government and to give Mr. de Vit b 
a chance of governing, but under severe limitation? i 
regards power and policy. Remembering that the i 5 
party is essentially pro-Treaty, though anti-Cosgravé © 


first preference votes seem to show a majority r a i 
J 


votes against the Cosgrave party, and a majority ° u 
votes against a policy designed to break the eee A 
following table shows the results of the five goa 1 7 
which have taken place since the establishm A 
Free State, and the steady increase of Mr: a 
party vote: — -pi ; 
a à esti 

Ga Cees Labour Farmers pf a 
1922 .. 36 58 17 i a = 
1923... 44. 63 14 i A D 
1927 (June) 51 46 eZ E A 
1927 (Sept.) 57 61 = I3 4 \ 
1032 secrete 72 56 7 
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jt will be seen from the above that the present Fianna 
pail party is the biggest single party ever elected to the 
n It also shows that both Labour and the Farmers’ 
Ji Pies have lost seats progressively to the larger parties, 
di a even the Independents are now much diminished in 
x Pipers. As Labour now supports Fianna Fail, and the 
ti farmers and Independents in effect support Cumann na 
ott nGaedheal, the effective state of the parties is roughly 
as follows: Fianna Fail, or de Valera bloc, 79; Cumann 


Be na nGaedheal, or Cosgrave bloc, 73. These figures are 
ep not quite exact, because a couple of the Independents 
by have at the moment given conditional support to Mr. de 
reli} Valera, and two of Mr. Cosgrave’s party have died since 
log: the election. The total number of votes polled in the 
vn election was 1,274,1 56, being 104,000 more than the previous 
mal highest poll in 1927. This increase was characteristic of 
fre) EY constituency except Clare, Mr. de Valera’s own seat, 


and proves that a genuine public interest was taken in the 
result, The Fianna Fail party headed the poll in twenty-one 
tif, oUt of the twenty-nine constituencies into which the 
Vale country is divided, and there can be little doubt that 
ath but for the proportional representation system of voting 
re ee gains would have been far greater. One fancies that the 
at members of the late Government, who advocated the 
Shi: pos of P.R., have now changed their minds. Apart 
aoli an Dublin University (Trinity College) there were no 


iy "ncontested seats. The percentage of spoiled votes was 
aiw eligible. Fianna Fail secured a member for every 
d i Ee votes polled, and Cumann na nGaedheal one for 
ae eee votes polled, proving that P.R. gives a result 


there is a close approximation in the values of the 
of Mr. in T aes two main parties. With the exception 
ill the a ; Sonel the leader of the Labour party, 
of Mr. Cane ea OES were elected, including every member 
Majorit Stave’s Cabinet. But no party secured a clear 
athe ne acts or seats. 

“ection was conducted throughout in a serious and 
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orderly manner, and there was an entire abse 
turbance or intimidation on February 16, when 
took place. The only tragic incident, which hag a 
significance, was the shooting of Mr. Patrick Re 
member of the last Dail and a Cumann na a 
candidate in the election, and the detective office 
accompanied him, by a police pensioner with Sia 
Reynolds had had a private altercation at the ad 
: house. This event, which took place on February u 
e after the nominations were complete, necessitated th 
postponement of the election in the Sligo-Leitrim ae 
stituency, where Reynolds was a candidate, and the meetin 

of the new Dail had to be altered from March 2 to Marchy 
in order to permit this election to take place, 
During the election Mr. Cosgrave and Mr. de Vam Ý 
made. whirlwind tours of the country, assisted by tef q 
motor car and loud speaker. The publicity campaignd}) + 
the Cosgrave party was better managed than that of ther 
opponents, and was concentrated principally on lag 
` advertisements in the Irish papers which gave in graphit 


Te 


YRolds a | : 
Gaedhey 


and condensed form the record of the Cosgrave Gover} th 
ment and their rivals. The most effective and pithy ae n 
1 


was that entitled “ His Master’s Voice,” which represent 
Mr. de Valera walking forward with an armed gunni 
holding a revolver to his back, and the most a 
circus playbill headed “ Devvy’s Circus : Absolutely i I 
greatest road show in Ireland to-day,” and ee 


+e (Oath 
Mr. de- Valera as “ The world-famous Illusionist. Oi 
t escap! 


br 

from the strait jacket of the Republic.” mesh Ta 
One of the planks in Mr. de Valera’s potaa waf Va 
pledge to revise all army pensions that ha H he Br 
granted for disability. There are about 300° 00 oR be 
pensioners, whose pensions total about £150 i 
annum, and on February 26 Mr. de Valera $ i 
Qa 


Trish Press, referred to a rumour that ae 
_ Mr. Cosgrave’s Cabinet were plotting Wi 
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to bring about a coup d'état. This suggestion was 


, Ss F 
> diately described by Mr. Cosgrave as “ grotesquely 
sce » and only to be explained “by a disordered 


smagination oF a guilty political conscience,” In a further 
Penent issued on the eve of his leaving office Mr. 
Cosgrave admitted that the verdict of the electors meant 
that Fianna Fail should get an opportunity of trying out 
their policy, and accordingly the machinery of State, ade- 
nate in every part, would be handed over to them. He 
added that the difficulties which would confront the new 
administration were mainly of their own making, a fact 
which would become increasingly manifest even to them. 
While, however, the new Opposition would not deny them 
any reasonable facilities, it would not shirk its duty as a 

\ parliamentary Opposition by being a consenting party in 
discrediting the national honour, nor look silently on while 


nd the country’s economic problems, in a period of world- 
litt |) wide depression, were being made the sport of politics, 
ig and its resources frittered away upon unsound and fantastic 
pit schemes. Their efforts in Opposition would be directed to 


the ends they had steadily pursued during the last ten 
foe establishment and the maintenance of national 
‘gnity, national prosperity, and national good faith. 


I 
I. Tae New GOVERNMENT AND Its Poricy 


Sa : : 
ee P le to the discussion of the present political 
a : ake 5 
brief lon in the Free State, it is desirable to state 


Y the aj . 5 3 5 
ai ims and policies of the various parties. Fianna 


» Ort . 
bef Valera, a; = Moderate republican party, led by Mr. de 
2 
bh Britain aah Roe, at complete separation from Great 
oP butte: € establishment of an independent republic, 


S conte : 3 : 
democra 10 achieve this object by easy stages and 


; Tati 3 ; 
limiteg an e For the moment it claims only a 
amely, to = ee the scope of its election programme, 
Olish the oath of allegiance and retain the 
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land annuities.* Its economic programme ain 
protection for all Irish goods manufactured < 
decrease of unemployment, and the dece 
industry.t Cumann na nGaedheal, or th 


Š 
4 


. effi, 
i 

1m Trelang i 
. i] 

Atralisation 


j : e co p 
nationalist party, led by Mr. Cosgrave, stands (om 
maintenance of friendly relations with England, the : th 

> =N OSE, 


ance of the Treaty of 1921, the co-equality of al] Sa 
the British Commonwealth, and, above all, for the aa 
ment of the people’s democratic decisions. Its a 
policy may be described as one of scientific Protection 
suitable industries and the full development of our api 
cultural industry by improving its standards and outpu. 
The Labour party is principally interested in schemes fort} 
provision of employment, the increase of old age Pension, 
and other measures of social reform, and is only remot 
concerned with such questions as the oath of allegiance, 
which it does not regard as of vital importance. Thesmil 
Farmers’ party, hitherto attached to Cumann na nGaedhe, 
is purely interested in agricultural matters, and is likelyt 
vote as the interests of its followers dictate. The Inde 
pendents are a heterogeneous group without any definit 
leadership or policy, but chiefly representative of the bu 
ness interests, the Protestant minority, and the old Unions! 
party. They include the members representing dis . 
College, and their general tendency is to support 4 oe 
tive policy, and to uphold the Treaty. Outside une i 
and refusing to take part in its proceedings, 18 the ex T 
republican party, which may be divided into wog 
political and military. The political wing ! aby) 
by Sinn Fein, an organisation largely controlle A 7 
Mary MacSwiney, which believes that the ae sec 
the country is still vested in the members © ty 
Dail ; and the military wing by the Irish Re 
or I.R.A., composed of the younger men W20 
get sea" 


men 


a“ 


ent 
g represt 
pie 


* See THE Rounp Taste, No. 74, March, 1929) P- 37 
September, 1930, p. 820. 
f See the Appendix. 


498 


o 


CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 
= j : 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


The New Government and its Policy 


vg follow or obey the political wing. The I.R.A. has, 
E. eastern portion of the country, a distinctly Com- 
in a Hare, and Saor Eire, one of its satellite bodies, is 
Hex rely of that colour. All these extreme republican 
is stand for the immediate establishment—if necessary 
by force of arms—of an All-Ireland republic, embracing not 
only the Free State but Northern Ireland, and the complete 
denunciation of the Treaty and abolition of the Free State 
Constitution. It is somewhat ironical to reflect that their 
policy is derived, through the abstract principles of the 
French Revolution, from the writings of the English political 
philosopher Locke, who was the English champion of the 
Orange cause, rather than from Irishmen like Swift or 
Burke. But the fact that the ghosts of Emmet and Wolfe 
ote j Tone, who first advocated these theories, still confront one 


ait} at every political corner in Ireland cannot be denied and 
mlll must not be overlooked by anyone who wishes to understand 
he, the mentality of our political extremists. 

lyu The first step of the new Dail, when it met on March 9, 


[ndt was to elect as Speaker Mr. Frank Fahy, a Fianna Fail 
int) deputy from Galway, in place of Mr. Michael Hayes, the 
wjf Speaker in the last Dail. Mr. Hayes was beaten by only 
two votes, as many members apparently felt that it would 
wii have been better to preserve continuity in such an office. 
em Mr. de Valera was then elected President of the Executive 
De Council by a majority of 13 votes, and, after obtaining the 


em f 4 

a otmal sanction of the Governor-General, who attended at 
jalb 7 

ate oan House for this purpose, he announced that the new 
is “cutive Council would be composed as follows : 


ae a and Minister for External Affairs, Mr. Eamon de 
i om roe tesident, and Minister for Local Government, 
Ruttledoe . - O Kelly ; Minister for Lands and Fisheries, Mr. P. J. 
inistes pa Minister for Industry and Commerce, Mr. Sean Lemass ; 
James Finance, Mr. Sean McEntee ; Minister for Agriculture, 
tor Justic yan ; Minister for Defence, Mr. Frank Aiken ; Minister 
Mr e; Mr. James Geoghegan, K.C.; Minister for Education, 
o y. “tig; Minister for Posts and Telegraphs, Senator 
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The names of the new Ministry were a 


Dail without a division. Like Mr. Cospra ci pes by 
the new Executive Council is on the whole Overname 
COMpoge 


young men. [Its leader, Mr. de Valera, is ju af 
been born in New York of a foreign father and ange 
mother in the year 1882. He spent his chi ie Its 
County Limerick, and was educated in Dublin a it 
took his university degrees, and became a ee a j 
mathematics. He took part in the Rebellion of aa : 
was sentenced to death, but this was commuted 2 p 
servitude for life, and he was subsequently de 
June 1917, whereupon he was at once elected MP 7 
East Clare as a republican candidate. He helped i 
organise the Sinn Fein movement, and was elected iş 
president in October 1917. When Dail Eireann ws 
brought into being on the secession from the British Parl: 
ment after the general election of 1918, he was electe 
President of the Republican Government. Subsequent 
he went to the United States to seek recognition and funds 
for the Irish movement. In November 1920 he returnedto 
Ireland, and in 1921 took part in the negotiations which li 
up to the Treaty. He refused to go to London for tie 
final negotiations, and eventually repudiated the agreement 
iz arrived at there. His weak attitude at this time Ws 
; generally believed to be chiefly responsible for the disumot 
and civil war which ensued, as without him the extret! | 
element would not have been able to obtain any a Í 
public support. He took part in the civil war, but a 
follower rather than a leader, and subsequently emerg! ii 
found the Fianna Fail party in 1926 and to enter t i : 
as its leader in 1927. ‘Mr. Sean T. O’ Kelly was oe 
early members of the Sinn Fein group in the q ii 
Corporation, where, like Mr. Cosgrave, he z 
apprenticeship to public affairs. He also Tepes epit 
_ Sinn Fein party in Paris, and was the leader oe preside" i 
= tion that sought to place the Irish case before R elede 
= Wilson during the Peace Conference. Mr- P. J. 
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licitor from the west of Ireland who took an active 

js a 50 he civil war. Mr. McEntee is an engineer and a 
art inf ent who also took part in the rising of 1916. So 

PG emacs, who was then only 17, and who is regarded 

i ae man of the Fianna Fail party. He is a clear 
a. and is reputed to be reasonable in his views. Dr. 
m a is a doctor with agricultural tastes like many 
f confrères in the Free State. Mr. Frank Aiken was a 
prominent republican leader in the Anglo-Irish struggle and 
the civil war ; in his new post as Minister for Defence he 
commands some of his former opponents. Mr. Derrig was 
also a prominent fighter in the civil war, and is a teacher by 
profession. Mr. James Geoghegan, K.C., never took any 
part in politics until he emerged from the Law Library to 


contest Longford-Westmeath in 1930 as a Fianna Fail 
va candidate. 
li It is not surprising that the first act of the new Govern- 
w ment, composed as it is largely of ex-political prisoners and 
z fighting men, was to release immediately all the militant re- 
n 


publicans who had been sentenced by the Military Tribunal, 
SOl aad its second to suspend the operation of the Public Safety 
H Act, thus automatically abolishing the Military Tribunal 
i ind removing the ban imposed on the I.R.A. and kindred 
ent organisations. The release of the prisoners was celebrated 
by immediate demonstrations in Dublin and by parades of 
the LR.A, throughout the country on Easter Sunday in 
celebration of the 1916 Rebellion. At these gatherings the 
Speakers were careful to emphasise the fact that in spite 
of such Concessions the I.R.A. must continue its work and 


w ae ; ; ' 
ould not rest until it had achieved its final object, the 
Testoration of 


an All-Ireland republic. At the military | 
i parades ; 
jin ba _on Easter Sunday it was noticeable that the 
hs tr nstrators did Not carry arms, and that no volleys were 
ik “d over the 


&raves of the dead republicans where the 

ended. No member of Mr. de Valera’s 

ok part in these processions, and the Free 

confined to barracks in order to avoid any 
: sor 


Nonstrations 
°vernment eG 
te amy ‘was 
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chance of friction. It is well to remember t 
was definitely condemned last October by 
Hierarchy as “‘a sinful and irreligious Organisation» z hol; d 
no Catholic can lawfully be a member, and seat whi 
I.R.A. speakers attacked the bishops in their publicadi the 
It is believed that Mr. de Valera has privately endeayo Tes¢5 
persuade the I.R.A. to moderate their irreconcilable tae 
but they are not likely to be satisfied with any cone 
he can offer. He believes that once the oath of le 
is removed from the constitution the extreme elements 
recognise the Government and enter the Dail; but th 
Sinn Fein party, in a public statement issued immediately 
after the election, informed him that he “and the othe 
prospective Ministers of His Majesty, George V, my 
remove as many oaths and tests as they wish, but they vil } 
never induce republican Ireland to accept the shameh 
position of surrender and subservience represented h f ; 
membership of the Free State Parliament, which isan}; 

a 

l 


hat the] 
the e 


a 


Dail Eireann,” and they go on rather cruelly to state tht 
their attitude cannot be better given than in the word 
spoken by Mr. de Valera himself at Tralee as recentlys} f 
August.16, 1925, when he said : 1 


If we were to take the advice which some people have offered 
to admit defeat and consent to take our places in the twenty 
county Parliament, what would happen is that we would havea ‘ 
our strength to the strength of those who accepted the Bel. i 
pulling away the people from their national ideals. Our buse \ 


is to stand fast and firm, and fast and firm we will stand, even i 5 

are reduced to the last man. k 

5 Ci 

It is the recollection of statements such as i ; 
explains Mr. de Valera’s fervent anxiety to abolisht n 
which is in effect the permanent evidence of «ible! 

degradation in republican eyes. But if it 1s ay fe tif u 

Mr. de Valera to satisfy the extreme en pi y 

equally impossible for him to satisfy the Labo ei m 


on whose support his parliamentary positio. ig” 
they have already announced that they will o 7 
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long as his Government carries out a Labour pro- 
him 4s Pong the expenditure of large sums on unem- 
ramme, 10 rants, old age pensions, housing, and social 
Joyment ae does not subordinate these to political aims.* 
FS our party state that they will continue their 
The ition to the oath of allegiance, but as they have taken 
Bout protest for ten years, and as it was not even 
Be coned in their political programme, it is difficult to 
Hierstand what this statement means. One of their 
members, Mr. P. Hogan, T.D., has been elected Deputy 
Speaker of the Dail. ET 
Immediately the election results indicated the certainty 
of Mr. de Valera’s election, he began to make statements 
and give interviews to the press on the subject of his policy. 
wil | He stated that to get rid of the oath of allegiance they had 
ltl ff only to eliminate it from the constitution, as it was not 
|b) | made obligatory by the Treaty, and that England had no 
m | right to interfere. They also intended to retain the land 
tht | annuities, to which, he said, England had no legal claim. 
ot ff These statements were accompanied by protestations of 
yä f friendly feelings towards England, and willingness to 
negotiate trade agreements with her. The words of the 


fn Treaty concerning the oath are contained in Article 4, and 
ri |) areas follows : 


dded 

yi The oath to be taken by members of the Parliament of the Irish 

int F free State shall be in the following form: I... do solemnly 

iwe N qar true faith and allegiance to the Constitution of the Irish Free 
King a law established and'that I will be faithful to His Majesty 


on corge V, his heirs and successors by law, in virtue of the 
Mon citizenship of Ireland with Great Britain and her adherence 


to and membershi of 5 z ATE 
the group of nations forming the British 
Ommonwealth of Nations ae E 5 


ow ; 

ek Havin, : eae ; 
pi uA regard to these definite words it is difficult to 
iP Yeats a how an intelligent person like Senator W. B. 
ei make, Wo must be presumed to have read the Treaty, could 
: me the stat 


ement that it omits to state that any person 
* See the Appendix. 
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must take the oath. The three preceding Artic 
that the law and constitutional usage of the Dos Zoi 
Canada governing the relationship of the Crown LR i 
- to the Irish Free State. Article 17 of the Fra ah 
Constitution, after stating that the oath in the shirt 
i 


shall be taken by every member of the Oireachtas liek 


King, the Dail, and the Senate), goes on to provide, C 
“ such oath shall be taken and subscribed by every . F 
of the Oireachtas before taking his seat therein before b b 
Representative of the Crown or some person autho t 
by him,” and it is this article which Mr. de Valera Propo; 
to remove from the constitution, which removal he appar Ty 
ently maintains does not occasion a breach of the Treaty Fh 
It is strange that he should discover that the oath m th 


account of which he helped to plunge the country into cil 
war, and which he afterwards stated was an “empf to 
formula,” is not mandatory having regard to the Artids | se 
above cited. His contention would seem to be that tff in 
Treaty should have provided that the oath must be takenby f) mi 
members of the Dail and Senate and that the existing wo |) to 
ive them the option of taking no oath at all. 
When the Dail resumed its sittings on March 15 Mn do 
Valera stated that the Government intended to remove inc 
oath from the constitution, and the moment that oe 
done he believed there would be no excuse for ee r 
to refuse to give willing obedience to the eae PR ir 
coercion, but he went on to say that they stoo ee 
Government and one army.” The frightful eae 
supposed to happen the moment a Fianna r e pol 
came into power had not taken place an | thing f th 
change of Government had been a eS his pe l 
country. He might have added with truth thar Noe 
ful change would have been impossible 
Cosgrave’s work during the last ten years: 
- of Mr. de Valera’s Government as regards 
is in effect that they are not legally due to a 
since under the Government of Treland Act 19 
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\ retained by Southern Ireland, and are in fact now 
Hv be d by Northern Ireland under the same Act. They 
‘ ae recognise the financial settlement of 1926 between 
e State and Great Britain on the ground that this 
' aent was arrived at only between the respective 
- Governments and was never, ratified by the Free State or 
Bnglish Parliaments. In this opinion they are supported 
by a number of learned lawyers to whom they submitted 
the matter, although a number of equally learned lawyers 
advised Mr. Cosgrave’s Government to the opposite effect. 
These land annuities are annual payments made by the 
Irish farmers in order to repay the sums lent to them for 
the purchase of their land. The money is collected from 
the farmers by the Free State Government, and, as 
regards the land purchased before the Treaty, is paid over 
mp f to the British National Debt Commissioners to meet the 
tids ff service of the loans raised for that purpose. The figure 
tt) involved is about (3,000,000 a year and the sum still to be 
eb |) met about £76,000,000, This sum Mr. de Valera proposes 
yori) to apply to finance a scheme of derating designed to assist 
the small and productive farmers. It may be asked why he 
ir dt does not propose to remit these payments altogether, as 
ett ff indeed the extreme republicans have already promised 
Ad do. The reason why he cannot take this far more 
i “tractive course is because he must continue to collect the 
i : ' hoe ~ the large amount of land purchased compulsorily 
ae Teaty under the Act of 1923, since the Free State 
Wer itself must finance this transaction, which has 


an im carried through by the issue of land stock instead 
af tha he ae cash to the landlords. It is obvious 
ict Of the tenants aces could not remit the annuities 
Me and collect aye © purchased before the Treaty of 1921 
it Urea ee of the tenants who purchased since the 
Tal ff ficult, Howes Creating an impossible situation, It is 
ip remment ae to see what legal claim the Free State 
il an S to collect and retain the annuities on the 


Pu . . 
Gece before 1921 if they are not applied in 
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discharge of the original debt, and this view is 
shared by the farmers themselves, because the 
defaulters has increased materially during the 
months, and is likely to increase further in the nes 
If the annuities are not paid, the central government 
the arrears from the grants in aid of local taxation 


Evideny , 
Umbe i g 
last f E 
E i 
dedin, 


: and 
the ordinary ratepayer has to bear the loss, a Process 
cannot be continued indefinitely, and which en 
lead to a general strike against local taxation, Py 
a 
b) W 
Ill. Tue BRITISH GOVERNMENTS INTERVENTION c 
ATURALLY the British Government could w d 
continue to maintain silence whilst Mr. de Vik r 


imparted his proposals to every foreign press corem 
and broadcast them to America, and little surprise w 
felt when Mr. Neville Chamberlain, in a speech on Marchi 
stated that any suggestion that obligations or agreentsi 
solemnly entered into by the two countries, colt 7 
repudiated or varied by either side as though itconey e 
that side alone would cause the British Government i 
gravest concern, and, if seriously pursued, We i 
doubtedly revive bitterness and differences whic i bs 
hoped had been removed for ever. Su l 
March 22, owing to an inquiry received from E 3 
Thomas, the Secretary of the Dominions, 4 Stà aÑ e 
the intention of the Irish Free State Governms 4 ma 
regard to the oath was issued by Mr. J. W. n Londt 


: ae : 5 
High Commissioner for the Irish Free State, i 
: ; t declat 
The Irish Free State Government (this ue 4 that Y 
that the oath was not mandatory 1n the ein people gi 
an absolute riglit to modify the constitution A etitution w y 
Furthermore, it was their view that, the co oe 


te pelonged abl 
people’s constitution, anything affecting it belo é pes 


u 
i ic matter. wp 
Sovereignty, and was a purely domestic a ore. Was aay) te 
legal and constitutional cone eins ; i 
paramount consideration more than sufici he po 


( 7 wee 3 cable. 
“Government’s decision final and irrevo 
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heir will without ambiguity. The abolition of the oath 
incipal and paramount issue before the electors. The oath 

1 been the cause of all the strife and dissension in the Irish Free 
ha since the signing of the Treaty. The people, and not merely 
State Sho supported the present Government, regarded it as an 
Beebe burden, a relic of medievalism, a test imposed from 
Be. under threat of immediate and terrible war. The new 
ement had no desire whatever to be on unfriendly relations 
with Great Britain—quite the contrary. But the British Govern- 
ment must realise that real peace in Ireland was impossible so long 
as the full and free representation of the people in their Parliament 
was rendered impossible by a test of this character. 


On the same day, speaking in the Free State Senate, Mr. 
de Valera reiterated his intention to remove the oath and 
retain the land annuities, but laid stress on the fact that his 


Government desired to remain on the friendliest possible 
tems with Great Britain. His claim to have a mandate 


a todo these things was strongly disputed by Senator Milroy, 
"3 one of Mr. Cosgrave’s party, and the figures already quoted 
P i this article show that no real decision on these questions 
E was given at the election. In fact, the new Dail contains a 
tt clear majority, and the Senate a majority of at least two- 
de thirds, for the Treaty, although the Labour party is sup- 
Es ee Mr. de Valera in his proposal to abolish the oath, 
‘he ne that it can be done with impunity. 

J T arch 23 Mr. Thomas, on behalf of the British 
nad tment, addressed a note to Mr. de Valera in which 


t wy ihe ae m the opinion of his Government it was 
“made ten year the oath was an integral part of the Treaty 
onourably o : ago between the two countries, and hitherto 
‘Mhuities the AS on both sides. As regards the land 
tate Gina: of his Government was that the Free 
plicit Tine were bound by the most formal and 
tuba Deve to continue to pay these annuities to 
vould be anaa t ommissioners and the failure to do so 
; binding in lay = are violation of an engagement which was 
aC administra = in honour on the Irish Free State, what- 
*Y aS the T on might be in power, in exactly the same 
teaty itself was binding on both countries. 
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On April 5 Mr. de Valera, replying on behalf of 
State Government, stated that whether the A the 
was not “an integral part of the Treaty made t 
ago ”? was not now the issue. The real issue A a l 
oath was an intolerable burden to the people of i ) 
State and that they had declared in the most formal 
that they desired its instant removal. The AN 
1921 gave effect to what was the will of the British E 
ment. It was directly opposed to the will of the i 
people, and was submitted to by them only unde È 
threat of immediate and terrible war. For Ireland ith 
meant the consummation of the outrage of partition, ai 
the alienation of the most sacred part of our natin) 
territory with all the cultural and material loss that th) 
unnatural separation entailed. British maintenance pay 
were still in occupation of some of our principal prf Y 
our coastal defence was still retained in British hands, 
Britain claimed the right, in times of war or strained rt 
tions with a foreign Power, to make demands upon Tel 
which, if granted, would make our right to neutrality 
mockery. After further references to the results of t 
Treaty, Mr. de Valera proceeded to state that his Com 3 
ment must maintain that the elimination of the oath w z 
purely domestic concern and necessary for the peace, 7 f 
and good government of the State. The compan 
the Free State legislature to pass such a measur a \ 
open to question, and had been expressly eo al 
the British legislature itself. With regard © yf 
annuities his Government desired to know w of 
formal and explicit undertaking to continue Jausions 
sums mentioned in the British note. In Sea mr | 
de Valera expressed the opinion that frien aie 
between the peoples of their respective ae : io : 
not be established on pretence but only ater 
foundation of mutual respect and conte a ibe 
"would long ago have been thus establishe -atestetl 
~ that tended to bring us together not been 


I 


ath wef 


un 


2 & = =e: ro < ma es aS - - ” = 
C-0. In Public Domain. Gurukul Kangri Collection, Haridwar- 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


The British Government’s Intervention 


attempts of one country to dominate the other. 
by the ote, dated April 9, Mr. Thomas, on behalf 
a further note, ; g 
British Government, pointed out that the views 
din Mr. de Valera’s despatch went far beyond the 
Pa originally raised ee it clear that the repudiation 
ofthe whole settlement o 1921 was involved. The British 
Government had entered into that settlement with the 
single desire that it should end the long period of bitterness 
between the two countries, and it was their belief that it 
had brought a measure of peace and contentment that 
would not have been reached by any other means. 
further, as the direct result of that settlement, the Irish 
Free State had participated in, and contributed to, the 
notable constitutional developments of the last few years, 
| whereby the position of the Dominions as equal members 
with the United Kingdom of the British Commonwealth 
of Nations, under the Crown, had been defined and made 
drkf, clear to the world. It was true that the 1921 settlement 
did not result in the establishment of a united Ireland, but 
the Treaty itself made the necessary provision for the union 
otf at that time of the two parts of Ireland, if both had been 
wel “Ady to accept it. As to the future, there could be no 
pwsi nceivable hope for the establishment of a united Ireland 
oz “ept on the basis that its allegiance to the Crown and its 
meij “Mbership of the British Commonwealth continued 
yas ft Med: The British Government stood absolutely 
eel a the Treaty. With regard to the land annuities, whose 
j DR is nature he described, he stated that the formal 
= a undertakings referred to by the British Govern- 
€ contained in the Financial Agreement of 
ae 12, 1923 and the Ultimate Financial Settlement 
ent Ge eee under which the Free State Govern- 
tervals E pay to the British Government at agreed 
time to on u oe of the annuities accruing due from 
Ah clusion ae the Trish Land Acts 1891-1909. In 
gh cere hope T. homas pointed out that, whilst it is the 
and desire of the British Government that 
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friendly relations should continue between the 
the United Kingdom and the Free State, hot sg 
cannot but be impaired by any failure in the relati 
fulfilment of obligations deliberately undertaken Comply 
Speaking at Ennis on April 10, Mr. de Valen a 
the people had emphatically declared their will to re 
the oath of allegiance to the British Crown as the fis | 
in the new march to independence and unity, Tt a 
purely domestic matter in which they could not tl 
interference. They were eager to establish relation 
real friendship with the British people, but they musth 
relations of complete equality. Great Britain had forma 
abjured the claim that she so long unjustly made to hag 
any voice whatever in their domestic concerns, The fal | 
would be theirs if they submitted to anything that wal Ù t 
mean the revival of that claim. Their national homp h 
was at stake in this matter. “Ireland was not a Bri} st 
colony. It was one of the oldest nations in the world wt p 
all the rights of nationhood. Unlike the British Dominion it 
they could not admit, and had never freely admitted, tha pi 
their right to sovereign independence was derived fromaj is 
British Statute. The frank and final acknowledgment : 
that right was the one basis upon which real and Bee 
agreement between the two countries could be seei i 
It is obvious from these statements that Mr. = . 
mind has, for all practical purposes, not ee T \ a 
the year 1921, and that he is still ieee F a là d 
Treaty discussions and the atmosphere whic E 
The position of equality which he deman 


already achieyed, as the British Gorenn a mth C 
The oath in itself is now really only the symbo polished vf & 
wealth unity, and as such can of course be ; erandit f 
its abolition seems undoubtedly to involve eo 


of the entire Anglo-Irish Treaty, 
part. Mr. de Valera also seems to 
that no British Government will ev 
to coerce Ireland, and that when he see 
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The British Government’s Intervention 
ne is only engaged ina sham fight. But it seems also 


Bee that the Free State cannot leave the British 
t Fae wealth politically, and remain in it economically, 
Com 


‘cht be more honest for Mr. de Valera definitely to 
It Fes his Government’s intention to secede from the 
E Commonwealth, instead of waiting to be pushed 
e that decision by the I.R.A. or the force of events. 
i his Government feel that they have no mandate for 
taking that course, as in truth they have not, let them 
definitely consult the people of the Free State, by referen- 
dum or otherwise, on the issue of secession. Such a 
decision, which, at least if carried out without extremist 
intimidation, could not be said to be taken under the 
| threat of “ immediate and terrible war,” might perhaps be 
wali | treated as decisive for this generation, and we could then 
onc fF hope to escape at last from the anti-English complex which 
mif still apparently dominates our national mentality. The 
lmt present situation is bad for us and bad for England too, but 
nof itcannot be cured by the abolition of the oath or the non- 
tuff payment of the land annuities. That the questions at 
rom) issue have caused anxiety not only to England and Ireland 
ent) butalso to the other States of the Commonwealth was made 
anti clear by the messages sent to Mr. de Valera early in April 
d. bythe Prime Ministers of South Africa, Australia and New 
denii Zealand respectively, expressing grave concern at the 
g developments that have taken place in Anglo-Irish relations, 
UN and hoping that a satisfactory solution may be found. Mr. 
Fi A Teplies record appreciation of these friendly 
monica Reon and reiterate the points made in his com- 
itn te the British Government. In considering 
| otten thar = relations it must not, however, be for- 
-hindomerital a reson of Ireland, as a parent nation, is 
ad that w 7 iterent from that of the other Dominions, 
: ave a long and unbroken national existence 


kf whic 
i Tot fr y cannot claim, On the other hand, we should 
pi itp a t that the Trish people have played a great and 


Qt . 5 5 
Part in their development. The attitude of 
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Mr. Cosgrave and his party was made clear at a 
in Dublin on April 5, when a resolution Was pag cti 
mously pointing out the achievement of thea Una 
Government, and adding that the only limitation 9 Rta i 
cation on Irish independence now existing was ‘ie qul ! 
division of the country. The party recorded a P i 
opposition to any policy, which, by depriving the Peg 
of the advantages it possessed as a member of chee 
Commonwealth of Nations, would not only en dat 
economically, but would destroy the hope of i 
reunion, and also to any policy which would endan 
the Treaty, since such a policy would lessen the Securiy 
afforded to the people by that settlement, would lo 
the repute of the State, and would greatly reduce the pony | 
to negotiate international agreements satisfactorily in tk 
future with Great Britain or any other State. 

Mr. Cosgrave’s party have suffered a serious loss throu 


i 


Hi 


| 
i) an 
the tragic death of Captain William Redmond, D0.) « 
the only son of the late John Redmond, who threw intii 4 
lot with them during the election. Although, like t ( 
sons of most great men, he had not his father’s ability, i 
and although he was handicapped both by bad health 
by the destruction of the Irish party and its policy byt 
Sinn Fein movement, he nevertheless served his on) 
unselfishly and maintained the noble traditions of his A 
He was a fine speaker, and served with distinct | 
great war. Had Mr. Cosgrave been returned m 2 a 
is almost certain that Captain Redmond would ha Pe | 
given a place in the Government. If he ing a } 
instead of opposing, Mr. Cosgrave in June, ne nd | 
led a party of eight members, his political isl? 
have been very different, but unfortunately a Fd | 
opportunity to consolidate moderate nationa? 
which then presented itself and did not recut. 
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IV. Tue REMOVAL or THE OATH 


HEN the Dail reassembled on April 20 after a few 
weeks’ adjournment, the Government’s first step, 
in accordance with Mr. de Valera’s oft-repeated pledges, 
was tO introduce the Bill for the removal of the oath of 


geri) allegiance from the constitution. The text of the Bill 
tin) revealed the legal difficulties inherent in Mr. de Valera’s 5 
ane programme, because not only does it amend the consti- 
curiy ff tution by the deletion of Article 17 which prescribes the 
love oath, but it also deletes the words in Article 50 which 


provide that amendments to the constitution must be 
nth} within the terms of the Treaty, and Section 2 of the 

Constitution Act itself, which provides that the consti- 
rom} tution shall be construed with reference to the Articles 
S0, of Agreement for the Treaty, which are thereby given the 
inks} force of law, and that any provision in the constitution ; 
e tlt) or any amendment thereof, or law made thereunder, which 
blif is repugnant to the Treaty, shall be void and inoperative. 
half The necessity for these consequential amendments would 
bitji seem to prove that Mr. de Valera’s view that the abolition 
wijf of the oath does not infringe the Treaty agreement is not 
mf shared by his legal advisers. The formal introduction of 
int the measure was enlivened by a candid and courageous 


ih! y “Peech from Mr, F, M-~<Dermott, a young Independent 
| ri aed for Roscomr n belonging to an old Irish family, 
a = declared th’ the fundamental question was: did 
er Brg or did they not regard themselves as members of the 

È > Commonwealth of Nations? In either case the 
ed! present Bill 


tee State E wrong. On the assumption that the 
the-Bi a consider itself a member of the partnership, 
art alto ve breach of international good manners— 
Free dees ther from the question of good faith. If the 
Wealth the p: not consider itself a member of the Common- 


Bill was totally inadequate to make the position 
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clear to the Irish people or to the world at ares 
tained ambiguities which would be extremely p. 
reputation of the country abroad, and would be 
from the point of view of internal peace. Jf the 
wish to remain in the Commonwealth let them 4 
it like men. “We are an ancient race with nok 
tions,” said Mr. MacDermott. “Do not let us bela 
gutter-snipes.” If the Bill was passed, he decid i 
would introduce a Bill requesting the Government t k 
immediate steps to remove the Free State from the Bit 
Commonwealth. 

The second reading debate began with an Unexpected 
and significant prelude. Mr. de Valera’s motion to tale 
the entire time of the House for the Bill was objected y 
by Mr. Morrissy, an Independent deputy, whose resolutin 
dealing with the urgency of the unemployment problen 
was on the order paper. He challenged a division, whid 
resulted in a defeat for the Government by a majorityd 
eight votes, a result which proves that the Labour member, 
who voted with Mr. Morrissy, consider that steps to remo 
unemployment are more important than the abolition o 
the oath. The speeches made during the debate wer 
familiar lines. Mr. de Valera argued that his proposal ws 
in no way a violation of the terms of the Treaty, and u, 
as the Free State was admittedly one of the ale 
partners of the British Commonwealth, the ee. | 
were entitled to remove the oath without the oe 
of any other authority. He would not t Be f 
drawn into negotiations on the matter. I m sel 
people were ready to stand for an anders ce Wh 
the Government would be ready to lea 
Cosgrave moved as an amendment that, 


Sy ee 


jc ft 
d the economic Í 


the Treaty © eet 


believing that the rights and libezties an 
and privileges assured to the people DY ©. iye ita 
Ta in jeopardy by the Bill, the Dail O pacil? 
‘reading pending negotiations between the- eS ; 
the British Government on the question at 198 
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ed the Bill as one of the greatest pieces of 
A chicanery in history, and argued that purely legal 
of a unilateral character in respect of an inter- 
p nstrument would not commend itself to the 
a resentatives of any other nation. The Bill did affect 
Treaty—an instrument alterable only by mutual 
Be ent between the parties to it. Although many 
Eers of the Opposition had no liking for the oath, 
they disliked equally the manner in which it was sought 
to have it removed. One of the best speeches during the 
debate was made by Professor O’Sullivan, Minister for 
Education in the Cosgrave Government, who said that it 
was not because the Bill amended the constitution that 
it was opposed, but because it repudiated the Treaty. 
If England had attempted anything even approaching the 
present Bill within the last ten years they knew what the 
attitude of every party in the country would be. They 
had always denied England’s right to interfere with the 
Treaty. Were they going to claim the right to change 
and repudiate it ? Why, he asked, was it that the interests 
of the majority in the country must be always sacrificed 
to the determination of a small minority that was not even 
represented by the Government party? Mr. Dan Breen 
enlivened the proceedings by stating that, as one of those 
who went out to kill Lord French, as the King’s repre- 
“ntative, in 1919, he made no apology, and would do the 

same, if the Occasion arose, to-morrow. 
The Bill finally passed its second reading on April 30 
eee of six votes, and will no doubt pass the 
chute; ee in the Dail. It must then go to the 
ect ft, bug nade the constitution, has the power to 
cigħteer. en action would only delay its passage for 
e-country = 7 unless Mr. de Valera went at once to 
agai > e would certainly do, and was returned 


è describ 


action °° 
ptional 1 


~ to office, in which event the Bill could be passed 


t 5 
of ae ty days. There are sixty members in the Senate, 
at least two-thirds are definitely opposed to 
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Mr. de Valera’s policy, but it may be doubted ah 
will have sufficient courage to reject the Bill ether 

if they have the courage it may also be doubt ee they 
it would be the best tactics to do so. They bel 
mately take the attitude that as the Dail, dice legit, 
by the people, has chosen to pass the Bil] they cag 
the consequences, and so leave Mr. de Valera in his an tal. 
uncomfortable position. Certainly if he was renee 
power as the result of a fresh election he would imme ca 
as his newspaper has not obscurely hinted, take si 
abolish the Senate, which he has always denounced a ; 
undemocratic and useless body. 

If then and when the Bill finally passes what will 
the position of the Irish Free State ? Upon the answ | 
to this question will depend the future of Mr. de Valet j 
Government. If the British Government confines 

| 

| 

| 
Z 


hy | k 


to the polite protests already made and does not treat the 
abolition of the oath as implying the Free State’s resignation 
from the rights and advantages of membership of th 
British Commonwealth, then Mr. de Valera’s position wi 
undoubtedly be strengthened and he will proceed 
another election in which the issue will be the enti 
revision of the constitution. His followers boast that i 
he is then returned with an independent majority he wil 

make short work of the I.R.A., if it ventures to challenge 

his authority. In such an event there would seem F 
little doubt that Mr. de Valera could count 02 yl 
ble to forget ' 
stablish profil 
It is quite cet 
ith impo" 
xtinctlo® 


years of office. He might even be a 
Treaty, and would undoubtedly seek to e 
economic relations with Great Britain.* 
that if he succeeds in abolishing the oath w 
Mr. Cosgrave’s party will suffer virtual € nant 
least for the time being. If, on the other PEGA | 
British. Government faces the issue at once ao Ef 
the abolition of the oath as a definite ce i? 
: *See the Appendix for the economic position as between 
- and the Irish Free State. 4 
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Appendix 

d a deliberate step towards secession, with all 

litical and economic consequences that must follow 
the r om, the de Valera Government will be compelled 
g ache result to the angry people of the Free State, 
Beil in that event, have occasion to remember the 
rnpleesant and generally forgotten fact that history always 
repeats itself. 


Treaty a0 


The Irish Free State. 
May 1932. 


APPENDIX 


The Economic Position 


The principal facts concerning trade relations of the Free 
State with Great Britain were given by Mr. William Peters, the 
English Trade Commissioner, in an address delivered in Dublin on 
March 7. He pointed out that in 1931 the total external trade 
| turnover of the Free State amounted to about £88,000,000. Exports 
accounted for £37,000,000 and imports for £51,000,000. Less than 
{1,000,000 worth of goods were re-exported, the £36,000,000 odd 
remaining represented Free State goods, and of this sum exports 
lto the United Kingdom accounted for £35,000,000, exports to all 
other countries little over £1,000,000. After allowing for re-exports, 
the actual value of United Kingdom goods sold to the Free State 
n 1931 was £32,000,000. In other words the sales of Free State 
goods in the United Kingdom exceeded by several million pounds 
per annum the sales of United Kingdom goods in the Free State. 
18 was the case not only in 1931 but for all the preceding years. 
a nade in live stock between the Free State and the United King- 
ae as the largest of its kind in the world. On the average 
| S: gricultural holding in the Free State sends every year some- 
lthree oe head of cattle, three head of sheep and pigs, and 
liz per he x poultry to the United Kingdom. This represents 
Persons a i Au population, or £60 for the average family of five 
With the D e I'ree State does 96 per cent. of its total export trade 
United = nited Kingdom, but the slightly smaller exports of 
cent, o ingdom goods to the Free State represented under 8 per 


ft ; 
that See United Kingdom export trade, It is to be noted 


Rtention o alera’s Government have already announced their 
at 


UMmeroys ‘tending the Ottawa Conference, and that in the 
Provisional tariffs imposed since they took office—on cut 
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flowers, agricultural machinery, Potatoes, boots ang 

cream, motor-car bodies, and shovels—the usual stn shoes, Coty 

has been given. On the other hand, they count ere Prete, 

the Free State is one of the few considerable custom i nS 
t 


Great Britain maintains a favourable balance of trade Wig 
the British Government from using economic press tO Preig 
them. rie Bang 


Unemployment 


The Government’s policy for the relief of unemployment. w 
was one of the principal planks in their election roe whi 
proved to be still very vague, and the various government 4 hi 
ments have been apparently asked to meet the deficiency by iced 
ing schemes which are to be co-ordinated by the Government i 
general plan. It seems that this plan will eventually compre 
| the development of housing and roads, the creation of new industr 
‘and the extension of existing industries as the result of tai, 
and the increase of tillage by compelling the millers to use nat 
‘wheat. All of these suggestions, except the last, were in Process 
development under the Cosgrave administration. It may also b 
pointed out that the statistics issued by the International Labu 
Office show that unemployment increased last year in the Int 
Free State by only two per cent. The new Government also prope 
‘to decentralise industry by fostering rural industries. For instan, 
they aim at having many small flour mills scattered over the county 
instead of a few large port mills in convenient places, and theyit 
believed to have taken steps already to discourage an English milly 
firm from developing the Irish port mills in which it is interes ; 
Their general attitude towards foreign capital, and paren 
English capital, is likely to be defensive and suspicious, but ar 
already beginning to discover that even Irish capital is a MA 
which is not likely to undertake large commitments m Ka 
conditions, and that unemployment cannot be permanently ee 
by State action alone. : ani 
The economic difficulties to which the political SI Ae 
give rise are best indicated by the statement issued “Ais atl 
ployees by Messrs. Jacob, the well-known and Pure the Prt 
biscuit manufacturers, in which they point out that f 
ae ill be compe 
State leaves the British Commonwealth they will or ato 
reduce their employees in Dublin by 50 per cent., OF of cue 
persons ; and by the warning of Sir Percival Pon i 
of the Ford Company, that recent political develop” 
Free State had occasioned his company grave Cee fact 
which would seem to indicate that the future of the hangilg i 
Cork (which employs-some thousands of men) 18 of 24.4 
balance. The Government have also imposed a levy 
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ail butter manufactured in, or imported into, the Free State, 
i will apply the revenue so derived to subsidise the export of butter 
es, rate not exceeding 4d. a pound. As more than 60 per cent. 
i the Free State butter is still manufactured on the farm, and as 
yery little of this farm-made butter is exported, the result will 
naturally be a heavy tax on the farmers who make their own butter 
and on our urban population who consume it. The number of 
officials required to collect the tax can be left to the imagination, 
Apparently the inspiration for this scheme is to be found in recent 
Australian legislation. 
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THE UNITED STATES: A yp | 
OF DESPAIR q 


: r | VHE financial section of the New York E 
i for Saturday, April 30, 1932, carried th 
items as one day’s news :— 


vening Piy 
€ followin 


Further scattered liquidation of stocks in the final 5 
week today resulted in an extension of the stock decl 
low ground for the bear market. 

Led by speculative railroad issues, bond prices today penetrated Ù 
into new low ground for the bear market. 

Renewed selling in basic staples this week indicates that liq: 
dation has not yet run its course in the futures markets, Althoug 
many commodities are now selling far below average production I 


costs, prices broke through previous resistance points to anil) 
| 


ession of th l 
ine into ney | 


new low levels for the year. 


On May 1, the New York Times published its index 
business activity for the week ended April 23. The com f 
bined index of freight car loadings, steel mill actini ; 
electric power production, automobile production, a 

| 


cotton cloth production reached the lowest figure of thes 
depression years, being 58 per cent. of normal. a 
Lo! the dry bones of the spectre which 1s ae Pi 
tion! But perhaps they can be made to dance z m { 
‘the injection of a few more figures. Similia A 
curantur: Qur stock market averages are cont ee 
divided into three groups, industrials, rails, nae a 
During the past two weeks, the United States ' P 
poration, giant among American industrials, j 
the dividend on its common stock after a, ; 
$13,000,000 for the first three months o ae 
ylvania Railroad, the country’s largest ae t 
ferred its common dividend, marking ee 


a 
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‘on in payment since 1847; and three related utility 
ee Insull Utilities Investments, Corporation 
ee; Company and Middlewest Utilities Company 
Securities ; 4 
E Sec he creation of Samuel Insull, have gone into the hands 
i A A receiver, with book assets totalling more than 
i, 300,000,000. Probably it is no wonder that stock 
tes “went into new low ground for the bear market.” 
E: what does this mean to the investor? I do not 
have in mind the misguided brother who bought American 
and Foreign Power at $199 per share and can’t get more 
than $3 for it to-day ; nor the one who put his funds into 
the first-named Insull enterprise at $146 a share and will 
have to take 40 cents a share for it on the Exchange to- 
morrow. ‘These misfortunes are fantastic. I am thinking 
of my friend who retired from business in 1929, at the 
iwf age of 62, with $220,000 for investment. He had a fancy 
hot f) (those were the Belshazzar days) to have a quarter of a 
wim f million safely invested in the highest type of equities— 
abit! A New York City bank shares. So he borrowed a mere 
$30,000 and bought as many shares at $25,000 would buy 
exo) Meach of ten leading New York banks. To be specific : 
com | be bought shares of the Chase National Bank of the City 
it of New York, National City Bank of New York, Guaranty 
aif Trust Company, Irving Trust Company, Brooklyn Trust 
the || Company, Central Hanover Bank and Trust Company, 
anufacturers Trust Company, Bankers Trust Company, 
jelt: \ Chemical Bank and Trust Company, and The Manhattan 
í pey - He bought them because he believed that the 
es Progress of the United States could not be 
3 upted ; he held them, through these nerve-wracking 
ttound eh because he believed that “ Prosperity was just 
LA gravad le corner,” Hekept them pledged, those beautiful 
then, = ees against his loan of $30,000. And 
teesin b] pril 30—Spring in the air and the magnolia 
Ff 8, a in Central Park—their market value declined 
ded the l ? down from $250,000, the bank from whom he 
a can sold him out—to protect themselves. Not 
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an institution on the list had failed, their publish i. 
edon fo 
ments for the quarter ended March 31 showed = stat, Y 
to be more liquid than they had ever been in ht j 
history. They were actually paying dividends i iy 
8°72 per cent. on the market price. But my trien 
sold out. That night he hired a room high up maai 
town hotel, and the next morning, early, they found | 
body in the street. He left a note behind, quite aN 
telligent note, in which he said that he was sixty-five id 
of age, with no job, and with no prospect of finding one: 
that he had a wife and an invalid daughter with no pox, 
bility of supporting them. By realizing on his insuran 
in this summary fashion he could provide his family with 
the means for living life out. He apologized for th Ù 
suddenness of his action; but he suspected that th | 
insurance companies themselves might be getting a bi f 
rocky, and he thought that it would be best for his wk 
-and daughter to be in a position to collect the proce 
of his policies before these companies, too, became insolvent. f 
What is this? Is it supposed to be an indictment 
somebody for buying shares when they were too high! 
: Or an attack on creditor banks for calling their client 
= loans? Nota bit of it, not a bit of it. You asked n 
E difference it made if the percentage of noma 
power consumption for the week ended April 7 jä i 
from 71°8 to 70°8. And I was merely saying t i, a 
` know much about it myself, but that it seeme 
some difference to my friend. 


os 


II. i 
se Sree at there 
T NDUSTRIAL activity has declined 5° ee wh 
‘eight million wage earners out of wor chase a | 
States to-day. Except for the meagre Pi ghe iit 
_ they can make with their saving’ aoe needs t 
amount of money which is provided a a her pu 
charity, the country is utterly deprive 
Spee See 
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r. And as the “deflation” continues, the number 
Fe ployed increases, savings deposits disappear, and 
of Pepe contributions are more difficult to obtain. 
Tie the past winter, in New York City alone, the relief 
agencies compiled a list of 750,000 unemployed: it is 
jikely that the whole number of people out of work was 
nearer to a million. Some forty million dollars was found 
for relief; half represented the voluntary gifts of private 
individuals and corporations, half was given by the City 
and the State. All of that money has now been spent, 
and no one knows where to turn for further funds except 
to the taxing and borrowing power of the State and City 
governments. 

To these eight million who have lost their buying power 
in the general collapse of industry, there must be added 
as many more, engaged in agriculture, who have roofs 
over their heads, to be sure, and the means of providing 
their families with some food, but have no cash to spend 
on their many other needs. Wheat, cotton, beef, milk, 
butter and eggs are selling in primary markets for less than 
the cost of production. Just as certain shares are selling 
at less than the value of their net quick assets, just as 
certain sound bonds are going at receivership prices, just 
as copper is being marketed today at two-thirds of its 
production cost, so the farmer is converting his produce 
= dollars at a loss. The story is told of a Canadian 

oman who trucked four dozen eggs twenty miles to 
eae Be to market. Nobody really wanted to buy, so 
ke or the sake of cash, she took five cents a dozen 

i m. Then, feeling the need of something to eat 


or i 
od € the long trip home, she went to a lunch room and 


Having we fried eggs. Her bill came to twenty cents. 
Spices 4 omplished these two transactions under the 
am, wher Our economic system, she drove back to the 

©, no doubt, she found it difficult to explain 


her h ; 
Worked ee ee des law of supply and demand had 
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In the year 1929, in the United States, a ya €S pair 
people were throwing away money in or a Mba y 
corporate securities, real estate, manufacture; acqui ; 
motor cars and radios. That we called a hoot Plann 
year, 1932, about as large a proportion of the $ Tt : 
are throwing away corporate securities, real Wea l 
facturing plants, motor cars and radios in order t ae 
money. This we call a panic. The first phare ad 
gigantic cycle was accelerated by greed: the seco 
is accelerated by fear. It is obviously in society's na 
to prevent such precipitous swings in the cycle; but i 
can only be effectively prevented when society has found, 
sure way to set limits to the fruits of greed and toth 
consequences of fear. 1930 was the year of disappointmey 
—the tide of prosperity had ceased to flow in one direction 
1931 was the year of disillusionment—the retum i 
prosperity, though sure, would be slow. 1932 is the yen 
of despair. ‘The race for individual and corporate economy, 
for individual and corporate liquidity—though untt: 
standable in each single case—is shattering the machine) 
of money-getting and money-spending which we al 
capitalism. As Mr. J. M. Keynes says in the May numb 
of the Atlantic Monthly : 


With no financial leadership left in the world and pro 
intellectual error as to causes and cures prevailing in the oa 
seats of power, one begins to wonder and to doubt. At gale a \ 
one is likely to dispute that for the world as a whole 7 ae ah 
of financial collapse, rather than the stimulation 0 pinde y 
activity, is now the front-rank problem. The restoration 0 | 


must come second in the order of time. 


« Nowhere,” he adds, “is this better understory, 
in the United States.” This much, at least, ot 
stand: that when every individual and every a at 
is in a state of “ jitters,” and when collapse v ble ah 
by the cumulative effects of fear—the ont po ody 
avert collapse is by allaying these fears, andt f hang”! 
mentality which can possibly bring about 
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pology 18 the government. The record of the govern- 


py of the United States in this respect is not a thing to 
Bod of. All through 1930 our “ leaders” sat on the 


audience were led to regard these casualties merely as 
tragic incidents in the cyclorama. When the Credit 
Anstalt collapsed in May, the first trace of smoke drifted 


A into the theatre where the public sat. It was keenly noticed 
mof by certain gentlemen of the banking fraternity who picked 
eye fp YP their hats and coats, unobtrusively, and made for the 
nony, door. The Hoover moratorium blew more smoke into the 
unde: | Pit; so that the audience began to fidget, and in September, 


hin when London went off the gold standard, they rushed for 
eal, althe exits, suddenly, in a body. Gold moved out of the 
unbs | Country at an alarming rate, security prices tumbled, over 

à thousand million dollars were drawn out of accounts and 
a ae ees Fear rode in the saddle, and by the 
os a mber more than two thousand banks had shut 
rate, P shop—all in the space of twelve months’ time. The 


“hen © De es ah 
iat aoe of the Treasury gave a vivid description of the 
n į thence of events to the Associated Press on April 26: 
nd 

Every bank th P 5 . 

kposits, Te at failed frightened depositors. They withdrew 
{WR banks in eye Withdrawal of deposits frightened the banks. The 


Nt 
ott! investments- sought to make themselves liquid—that is, they sold 
at) Movement ae loans and stopped making new loans. As this 
£ 3 levels, we as ed the prices of bonds fell progressively to lower 
al Teserye § the position of all banks holding them as a secondary 


) and 3 
a ? = carrying a threat to other great fiduciary institutions. 
it ln Janu 
‘ a 5 
op N it finally ee 1932, there were 342 bank suspensions; and 
; came evident to government that “ the whole 
i 525 
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credit structure of the n 
perilled.” 


Despi 
ation was gradually wa 


8 in. 


II. 


B: it said that Congress, under the leade 
President, faced the issue squarely. A Recon 
Finance Corporation was established and empower 
employ the national credit to the extent of 81,500 a t 
in providing “ emergency financing facilities to kerik 009 
insurance companies . . . and railroads.” Banks weet 
be assisted, not for the sake of their shareholders, E 
the sake of their depositors, and because they were“ afiectg 
with the public interest,” being essential parts of the crei 
machinery of the country. Railroads were to be protect 
from receivership, not only because of the dislocation ¢ 
commerce, industry and employment which would ens 
but also because of the fact that railroad liens have been 
and still are, the chief medium of investment for America 
insurance companies. ‘There can be no doubt that th 
creation of this emergency corporation, and the work whi 
it has accomplished since February 2, have been the mot 
important weapon in the war which the Administratiot! 
now waging against the forces of fear and the processes 
deflation. As compared with 342 bank suspensions 1 
January, with deposits of $219,000,000, there were n 
five suspensions in March and seventy in April, with A | 
deposits of less than $65,000,000. In these e Je 
months $250,000,000 in currency crept out of hoar a ral 

went back into the banks. On April 21, testifying Gy 
Committee of the House of Representatives, 
Dawes, President of the Corporation, state foal | 
seventy-one days of its existence there had been yh 
adequate security to banks and tru 


ship of the 


st companies E ; 
: 00,000; 
United States $243,000,000, to railroads $77 2 sa | 
to other quasi-public financial institution Í 
$50,000,000. 


iv 


for 4 pe 


- The Corporation has been functioning (he said) 
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pout eleven weeks. It is carrying on its work with the utmost 

dition consistent with proper methods of procedure. As yet it 

e sed in its operations only about one-fifth of its resources ; and 
su 


has fiy on that account time must elapse before the full beneficial 

I F of its operations can be properly appraised. But already the 

of thy eral effect of its most important work thus far—its loans to 

tuctin fois and trust companics—is sufficiently evident to have alone 

ed justified Congress in the creation of the Corporation. 

me The Glass-Steagall Bill, signed by the President at the 
Fei end of February, is the second weapon in the Government’s A 

te i waron fear. The Bill has been called “ the most important 

a fo piece of banking legislation enacted since the Federal 

a Reserve Act of 1914.” After signing the Bill, Mr. Hoover 

a issued a statement commending the non- artisan co- 
otected ae > E 


operation shown in both houses of Congress and describing 


a the major purposes of the new law as follows: 
1 
e been First: In a sense this Bill is a national defense measure. By free- 
nerican ing the vast amounts of gold in our Federal Reserve System (in 
rat the excess of the gold reserve required by law) it so increases the already 
rh large available resources of the Federal Reserve Banks as to enable 
them beyond question to meet any conceivable demands that might 
ght be made on them at home or from abroad, 
ation i Second : It liberali 


zes existing provisions with regard to eligibility 
asses) of collateral and thereby enables the Federal Reserve Banks to 
‘ons i furnish accommodation to many banks on sound assets hitherto 
fart unavailable for rediscount purposes. 

rh toul 


N These two important measures—the Bill creating the 


ingg ee Finance Corporation and the Glass-Steagall 
i 


ot a designed to deal with certain “ situations.” | 
ses 6 “ea of the situations in itself was serious enough ; 
int carry th of them together, if not corrected, were certain to 

do „q. country into financial chaos. Thanks to the new 
i pf ‘elation, 
I 


isan the fear of bank failures has been greatly 
oot i a ae mie market price of railroad securities held in the 
Eorttoli 


ant Fia es of financial institutions, while still unsatisfactory, 
ii hitking «en 8overned by panic psychology; the central 
S 


it) frei 7 SM is in a position to withstand the flight of 
a reign gold ; ; 
A à and those banks which are members of the 
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Federal Reserve System are now relieved ‘Pair 
pressure which compelled them to sell th 
and call their loans in order to be in a 
extraordinary demands from their de ra tt 
: POsitors 

Corporation, the Treasury and the Federa] Re É the 
persevere along their present lines of effort (and Me i 
is able to produce a satisfactory budget before it ae 
we may be able to look back upon these present “ii 
marking the turn of the depression. 

And the Government has gone one long step further, | 
addition to these two powerful protective measures an ; 

: 9 a Ney 

and bold offensive has been launched by the Feder 
Reserve System. On April 13 Governor Harrison, of te 
New York Federal Reserve Bank, disclosed the details of; 
vigorous “‘ easy money ” policy upon which the Reserve hid 
recently embarked. For some weeks following the passa 
of the Glass-Steagall Bill the Federal Reserve had ben 
buying government securities at the rate of $25,000,002 
week. Governor Harrison announced that the System had 
recently purchased and would continue to purche 
“ sovernments”’ at the rate of $100,000,000 a week until 
conditions should cause them to modify that policy. Th 
object of this carefully planned offensive is to lift the prt 
of “ governments” to a point where they become an u 
profitable medium of investment for fresh funds; 4 
thereby to force financial institutions into the ae ii 
and corporate bond market. All this should logically ae 
to freer lending and to a rise in commodity prices. Ra 

On May 3, by a vote of 289-60, the House eo j è 
sentatives passed the Goldsborough Bill, charg! Si 
Federal Reserve Board, the Federal Reserve Bar f 
Secretary of the Treasury with the “ duty” of oe) | F 
the purchasing power of the dollar to ate i ays? i 
level and maintaining it there! The Bill in SOM erst 3 
absurd; but not more absurd than the como a 
which it appears to have caused in C 


ontinenta > ae 
= ress! 
For the measure is hardly more than the exp 
528 
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it 
eo: Il be defeated in the Senate: it is 
Of Pons wish; 1t may Ks : : oe 
‘ j ae be killed by a Presidential veto. If the Reserve 
if sur 


ey gourd, the Reserve Banks and the Treasury do embark 
Oats» 


If t n such a mad career of uncontrolled inflation as some 
a i Pott Continental friends seem to fear—that phase will 
ner 2 signalised, not by a Goldsborough Bill or its like, but 


he resignation of Eugene Meyer from the chairmanship 

ie Meanwhile, he has put his hand 
ofthe Board. Meanwhile, he has put his hand to the plough 
and is not likely to turn back. It is reported that the Board 
is prepared to buy “governments ” at the present rate until 
September ; and will coolly watch $700,000,000 in gold 
leave the country, if need be, before swerving from its 
of the present policy. 
ls ofa If this bold offensive is to succeed, it must be given time 
vehal 4 andit must be favored by circumstances. All the financial 
assage | institutions which have been liquidating their investments 
| been ff as fast as the markets could absorb them will not change 
„004 over to the buying side forthwith. Banks which have been 
mhad ff sternly calling loans for the past two years will not readily 
rch f| put their money out except to prime borrowers ; and prime 
k until ff borrowers are either already in a strong cash position 

Te ff themselves, or else they are waiting upon developments 
o prie ff before expanding their operations through the use of credit. 
mu f So that even if no adverse event occurs, it will be many 
; ml f Weeks before the desired effects of the Federal Reserve’s 
nip | Tw Policy are felt. It is a gigantic task—that of making 
y leat - flood turn and flow up-hill. 
nd there is one further factor. If the Senate and the 


Oury) 
iths a5 


er. Ja 
a ney 
‘eden 


on ian of Representatives, who have been floundering 
$ i Ne te Past two months over the problem of balancing the 
e Boo oy adjourn for the summer and for the 
tor nt 5 p : . F 
i | teasonably campaign without solving this problem in 


Move q Ce factory fashion, the water will cease to 
mM fey a ill, and the country will once again be engulfed 
Of the Bee April 30, at the close of the first ten months 
Pent wp. nment’s fiscal year, $4,020,000,000 had been 
€ receipts had amounted to only $1,686,000,000. 
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The deficit for the whole year cannot possi 
$3,000,000,000, and may in fact be cons 
No one in his senses has dreamed that these f 
be brought int athematical bal Eures cy E 

ght into mathema alance for the a j 
year. Every scheme that has been proposed for a ty 
balance has allowed for suspension of sinking f ectiy, 
ments of the government debt, amounting to Seca a 
They have all been predicted upon the probari ! 
assumption that 250,000,000 will be received ie 
United States Treasury from foreign governmental He 
And the yield from proposed income tax sched 
reckoned on the questionable premise that business w 
be better next year thanitistoday. The goal to be reach 
by fresh taxes and reduced expenditures has been sta 
$2,000,000,000. If Congress provides ways and mey 
for finding that much money, they will have done all thy 
can reasonably be expected of them. If they fail, from shor. 
sightedness or from a cowardly unwillingness to lay tas 
and make economies in quarters where they fear res 
ment, the credit of the United States will be most gra 
imperilled. Government securities will suffer on t 
exchanges, our financial institutions will resume thei mi 
race for liquidity: and the financial structure of the comf 
will probably collapse. 


Spair 
ibly be less 3 
iderably ti 


The essence of the matter (writes Walter Lippmann) Wit 
tical, but political. The underlying question 1s whether t itil 5 
nation acting through its party system can convince i ae 
awake and determined. If that can be done (and it ei LF 
by a few bold and quick decisions in Washington to Hs a i 
accept the President’s economies and kill the pio ee have 
bonus Bill by June 1) the immediately necesita ed bot 
accomplished, The budget will not really be as On t'i 
government itself will be coherent and EOE of he 
demonstration depends in good part the restora : f 
fidence of the people. 
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IV. 


y the time this article is printed we will have learned, 
for better or for worse, how the United States has 
Ped through the most tense moment of a crisis in its 
fnancial history. The outcome may give the reader cause 
to smile at the faith, herewith asserted, that the bonus 
Bill will not be passed and that the budget will be 
“balanced ” before Congress adjourns. But, even if this 
rash prophesy comes true, what of it? Well, since life 
is what it is, we can then look forward, rather wearily, 
to the task of wrestling with the economic consequences of 
Lausanne. 


om shor: ee States of America. 
lay tate ay 5, 1932. 
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DISARMAMENT 


I. Tue BACKGROUND oF THE CONFERENCE 


T. governments of the world are facing at th 
present moment a series of problems which in con, 
plexity and difficulty have never been paralleled in histon, 
while in urgency and importance they are hardly tob 
reckoned inferior to the direct issues of peace or wa, 
-Within a few months, conclusions must be reached in tle 
financial and economic field the effect of which will probabl 
be decisive for or against the happiness of, at least, ot 
generation of human beings all over the world. In th 
Far East there has arisen a crisis which, while theres 
hope that it may yet be solved to the common benefit o 
China and Japan, is nevertheless fraught with tragedy al 
danger to both countries, and is seriously affecting i 
the political and material interests of the nations of 
West. And it is at this moment that the Dian a 
Conference brings our overburdened govna ž fr 
face with a fresh group of political problems of 
importance. ei | 

That this should be the effect of ihe Col í a 
.no doubt in any case inevitable. Until sa w 
political and military power have been a, wsie BE 
changeable terms. A growing respect fo ameri 
on the one hand, and the vast increase of oo x 
lations and financial interdependence, ora 
now accomplished a notable change, and the 
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{the League of Nations has given solidity and permanence 
ic advance thus made, and provided a base for further 
roptess: Nevertheless, it remains a fact that in the 
Fintfon of any serious international question the com- 
wative military resources of the disputing States consti- 
fate an element always important, often decisive; and 
changes in the present situation in respect of those resources 
yill inevitably involve proportionate changes in the political 
situation also. f 
To this general rule the Treaty of Versailles created an 
artificial exception. Germany, while remaining neces- 
srily a Power of first-class political importance, was 
reduced militarily to the third class. Such a situation isa 


at the ee 
problem in itself: and the statement in the Treaty that 


in com: 5 ; : 

histon | this reduction was imposed “in order to render possible 
a i the initiation of a general reduction of the armaments of 
i all nations” shows clearly enough that the Allies recog- 
linie nised that their action involved the facing of further 
rol decisions in the near future. For years Germany has been 


st, 0 aes a ee behind all the activities of 
In th cee us successors, behind Locarno and The 
hee i g ae S political recovery, reduction in reparations 
neft ol x ee T awal of foreign troops, she has never ceased 
dyal ee x in the disarmament question lies the test, both 
g bn ymbo, and in fact, of her real restoration. 

chee = Fae One bring us, then, straight away to 
nament a et A undamental questions of the Conference :— 
face t0 ` Are the great military Powers prepared to forego 


rst ci | ee a t of their present superiority over other nations ? 
| ba ne : What answer should be given to Germany’s 
nce ™ A the ane i the Conference should put an end at least to 
ti BD since the Inequalities to which she has been subjected 
y But ig Re Treaty ? oe ; 
just than x these two problems dominate more completely 
cal” B itis aa others the whole deliberations of the Conference, 
Aia i ports € the less evident that those others are numerous, 
hat \ nt and difficult. Italy demands the recognition, 
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at least in theory, of her right to parity with 
continental Power; she means, of course A Oy 
there is little indication that France js Prepa : ies iy 
her claim. There is mutual suspicion bee toa t 
Russia and her western neighbours, as well = Soi | 
Soviet Russia and Japan. There is the problem s tng 
ing military aviation without interfering with the Testri. 
development of civil and commercial flying, i 
provision must be made for the governments which E 
to keep order in those regions of the world where cvs 
has penetrated mainly in the form of an improvement 
military equipment. Some means must be found y 
giving due weight to the differences between States whic 
enlist their military forces by conscription, and those whys 
system is based on voluntary long-time service ; and api 

between States whose industrial development enables then 
to equip themselves rapidly for war, and those whit 
possess no such resources. Some agreement must k 
found, satisfactory both to members and non-members o 
‘the League, for ensuring that countries which loyally kep 
their new obligations will not be exposed to fresh dangr 
from less scrupulous neighbours. ; 
It is true that there have been long and detailed di 
cussions on many of these questions, but this pe 
work has been of value rather in bringing to light E 
problems which haye to be faced than in making a a 
Progress towards their solution. They are eae 4 
analysis political problems requiring political e P | 
and in this, even more than in other fields, 1t A | 
useless to expect that technical discussion by ¢P ef 
do anything to modify the policy of ponn a get f 
ment on such matters must be the outcome o: < Pee | 
mind-in which mutual concession becomes 7" 1 f 
never be brought about by argument. Conferea™ a 
The delegations to the Disarmament ° n de m 
“therefore in reality faced with the solutio nolo i 
problems which would be enough to occupy = 
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attention which governments can in normal times 
to international affairs. There is, of course, an 
devote | connection between the questions of disarmament 
a essentia rity, on the one hand, and those of reparations 
and ees on the other ; between the political relations 
and a affected by the one, and the economic relations 
an are affected by the other. The complex of major 
ee onal problems at the present day is a connected 
Fi and progress or retrogression in one sphere will 
A aie itself felt in the others. Nevertheless, it is 
dear that it is beyond the capacity of the world in its 
resent condition to advance simultaneously along the 
whole line, and it is probably true that it would have been 
to the general advantage to have postponed the holding 
id aga, | of the Disarmament Conference until the more pressing 
les then financial problems had been dealt with, and until some 
e whith | improvement in the economic situation of the world had 
nust be f begun to make itself felt. It has been impossible either 
nbers f for governments or for intelligent public opinion to con- 
lly tep || centrate on the Conference as might with advantage have 
| dang | been the case. Add to this that in two of the countries 
most vitally concerned, France and Germany, critical 
led di f| elections were fixed for the months of April and May, and 
iming | that a third country, Japan, was engaged during the whole 
ght t | ofthe first month of the Conference in war-like operations 
any rel | ona considerable scale. It cannot be expected that there 


he It | Would be a time when all conditions were favourable for 
cisions; gh meeting. But it can hardly be doubted that the 
s que f Moment at which it has met—a moment fixed more than 
a Tear in advance, at a time when most of the present 
a p Wourable conditions could not possibly have been 
sta bes in fact proved singularly unfortunate, and 
it g N the Conference will take a much longer time to arrive 
P oe than would have been the case if the governments 
ee alled eh i a position to concentrate on it what may be 
ee ad ener. Hole of their exportable surplus of attention 
, nergy, 
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II. Tue Earry Puasgs 


EVERTHELESS, in spite of unfavoy; 

stances, and whatever may be its Ane 
holding of the First General Disarmament 
an occasion which could not fail to appeal to t 
of the world. Great efforts have been made in 
countries to impress on public opinion the historic = 
ance of the occasion and the necessity that their inl 
ments should play an honourable part. From na 
continent, and almost from every country, petitions fori 
success have poured and are still pouring into Geney, 


able cite 


Conference i 


Practically every country is represented: from this poin i 
of view no previous event can be compared with tk f 


Disarmament Conference: it is the first meeting ofal 
the nations of the world. The official delegations includ, 
besides an imposing array of experts and exalted si 
officers, a high proportion of the leaders of public life i 
the various countries, although it has been one of th 
consequences of the circumstances already described tht 
Prime Ministers and Foreign Ministers have been umah 
to remain continuously in Geneva. The numbers of tkt 
official delegations are equalled, if not surpassed, by th 
of the journalists, publicists, politicians, and ao 
tives of international organisations. It was a matter 
regret that, in spite of the pressing invitat 
Government, it was in the latter capacity, an 
member of the British delegation, that Lor pe Cod 
present, and made, on one of the early days oft jae 
ence which was set aside for the presen 
from international organisations, 4 specc 
recognised as an admirable exposition of t al 
much national and international. Giscnsa ae and 2 
aspects of disarmament. - The British ce his abs 
Conference as a whole are much the poore? es 
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The Early Phases 


The Conference opened on February 2, with Mr. Arthur 
l Jerson. in the President’s chair. Appointed by the 
E cil as President at the time when he was still British 
Cour n Secretary, he had been somewhat criticised in 
a quarters for not resigning the appointment when 
iced to hold office. It may be said at once that his 
Be iny has been a complete success, and that the 
severe illness from which he has not yet entirely recovered 
has in no way impaired the qualities which made him last 
ear the best chairman who ever presided over the Council S 
ofthe League. The fact that he is not officially connected 
with any delegation has probably proved an advantage 
rather than the reverse. 

i It had been anticipated that the Conference would be 
tj faced at the outset with the difficulty of deciding to what 
kf extent its work was to be based upon the Draft Convention 
lj which had been drawn up by the Preparatory Committee 
| forthe Limitation and Reduction of Armaments as a result 
i} ofa long series of meetings in 1928, 1929 and 1930. The 
i} Draft Convention, as was to be expected considering the 


hk} wide difference between the views of many of the govern- an 

i} ments represented on the Preparatory Committee, contains 

Ik} some articles which represent little more than a compromise 

hy} along the line of least resistance ; some which are the 

h result of narrow majorities in the votes taken by the Com- 

i | mittee; and some which are accompanied by more or less 

vA destructive reservations and objections. It had been made 

i | Particularly obnoxious to Germany by the insertion during 

AH the last session of the Committee of an article to the effect 

my tt the new Convention would not take the place of the 

’ Í ment Clauses of the Peace Treaties ; and for this 

T ) the Eo Germany had always set herself against 

df Work of i ae the Draft Convention as the basis of the ; 

T tons, er oae i A large majority of other delega- pe 

tf Considered ae the British and American, while they 

Ot Wertheles that the Convention was far from perfect, i 
oo Tegarded it as embodying the result of much È 


‘ 537 


<- CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


r 


Disarmament 


serious technical work and of an honest attempt l 
the greatest common denominator of aged tofi 
therefore held that from a practical point of ae ie ag 
ference could not do better than take it as ą bam Cn, ; 
the expected difficulty never arose, for within ą a by 
the opening of the Conference the spokesmen of the ek of 
Powers had made it clear that their ideas went on ee 
the limits of the Draft Convention. Germany call 
did accept without misgiving a resolution proposed by i 
John Simon to the effect that the Convention should k 
taken as a framework which could be added to, subtract 
from, or changed in any way desired. It thus tockiy | 
proper place as a convenient summary of the preparatoy | 
work of the last few years, a practical tool at the serie | Th 
of the delegations, without any limiting or compromisiy f to de 
effect on their freedom of action. peste 
The work of the Conference up to the beginning of My f tonna 
may be divided into three phases. In the first phase, the ff trans 
various countries, with the great Powers in the lea f those 
declared their general policy on the disarmament gan State: 
setting forth not so much the ideal at which they amu = 
there is no country which would declare that its ae, n 
goal is anything short of complete disarm ae i ee 
achievements which they hope might be reache ag a 
present Conference, the methods they would apply 10 


ire 10 | “eres 
purpose, and, less explicitly, the dangers they desir | defen, 
guard against. ite pewilderd g Ini 


In the second phase the Conference, inf 
at the unexpected wealth of new suggest 
classified the immensely complex materia Or achine th 
and at the same time organised itself ae A oid ? 
dealing with this material—tasks that had to eying l 
but of no interest to the public at large Bae 5 gad 
patience of the delegates. The Conie 
its completion, to break up for the Be a i 

= The third phase has a superficial resem eal 

We are back in the atmosphere of ge 
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tical, ideas about disarmament. But as we shall see, 
“4g discussions have, in fact, been several degrees nearer 
‘its io realities of the problem. The stage of concrete 
to t sis still beyond the horizon; but we are none the less 
d conscious relation with it. 


p heor? 


| result 3 
a io definite en 


III. QUALITATIVE DISARMAMENT 


HE first phase of the Conference was opened by 
M. Tardieu, who laid before it a complete scheme 
which soon became known as the French plan. 
The French plan proposes in the first place measures 
p Í todeal with the problem of military aviation. It is sug- 
gested that all military machines should be divided by 
y || tonnage into three classes, the biggest machines to be 
¢ | transferred immediately to an international air force, 
i, | those of medium tonnage to be retained by individual 
y f States on condition that they agree beforehand to place 
af them at the disposal of the League in case of need,* and the 
t | bwest class to be retained at the free disposal of the indivi- 
e | dual States. These measures are put forward by the 
i Trench as meeting the two points which they regard as 
ec namely, to strengthen international action against 
oo and at the same time to allow each country to 
: Itself against sudden bombing attacks from the air. 
‘tegard to naval and land armaments, the French plan 
l Prefers only to two categories, viz, the more powerful 
Hy | Weapons which id 8 ? -3 P : 
pee) would be retained by the States on con 


ot f “ton t z 

; ! RA the latter undertook to place them at the dis- 

i . 

i E e League in case of need, and the less powerful— 3 
i fa instance shi ; ; 
oe. Stipe of war under 10,000 tons or carrying = 


t 
t The Plan TO id . 
f convens Odes that, if States not members of the League accede i 


ent 
i ey ees thereon, the international authority at whose disposal 
d tation should. ould be placed could be modified accordingly. ‘This i 
td to in be understood whenever the League of Nations is ea 
J op, ection with the plan, - = 
g 2 pian. : 
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8-inch guns or less—which would remain at th 
of the individual States. © free dipy Y 
These are the only parts of the French plan whi € ott 
fically relate to the reduction of armaments, or en ho 
the reduction of armaments under the contro] a ei B of | 
nations. The plan is completed by further propel Joc 
general character, which, however, form an ii a ) T 
ofit. First, as regards civil aviation, it is proposed at cor 
order to meet the difficulty so often pointed out, yi, u Ital 
limitation of military aircraft may be rendered infec n 
by the development of commercial aircraft which ail a 
used with little or no alteration for purposes of air bombat} acce 
ment, an international civilian air transport service shai! tion 


be created to take over and develop existing air lin 
Secondly, it is proposed that every State should ple: | and 
small military, naval, and air contingent at the perma wer 
disposal of the League, to be sent to act as an internatiol | not 
police force in any part of the world wherever there migi fj deb: 
appear to be a threat of war ; and should further guarane ff give 
in advance that if war should break out and the Lege} appr 
should require military action to be taken against iè E 
aggressor, it would be ready to contribute a certain p r 3 
force for this purpose. Thirdly, it is proposed that i‘ i 
limitation should be placed on the freedom of a a 
belligerents with regard to long-range artillery oF ie ie 
bardment, and that the use of gas shells should Oe re 
Fourthly, it is declared that the whole plan del form 
depends upon the acceptance of more or fee | | 
rules governing the action of individual x ea if 
the settlement of disputes ; in particular, thé dip | far 
every case be obligatory to refer to abiri ae ne? ad 
otherwise settled, and that the League shou otste Ë ef : 
to enable it to define in every Case ve E rd 
aggressor if war should break out. French pli w, i 

Such is a brief summary of oe = modication all a 
presented to the Conference with a es j 
should be treated as awhole, and that 
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ail other States France will be unable to make 
U jier reductions in her military strength beyond 
furt hich she claims to have made already as a result 


w. 
f n Covenant of the League and of the Treaties of 
0 


E [ocarno. s ; 
E reception given to the French plan was far from 


> ordial. It was vigorously denounced in the German and 
"tralian press, which declared that the French were merely 
covering their intention to retain their full military superi- 
ority by a show of loyalty to the League, well knowing that 
the conditions which they proposed had no chance of being 
accepted by the other ma jor Powers. Amongst the delega- 
tions more friendly to France, including the British, it was 
felt that the plan was too much concerned with politics 
val and too little with disarmament, and that if the French 
at! were to insist on treating it as an indivisible whole it could 
ml} not possibly lead to any positive results. No serious public 
ig} debate, and little serious private discussion, have been 
tif given to the plan so far, partly because other lines of 
gt} approach have appeared more likely to lead to results, 
ik} partly because, with first Germany and then France engaged 
tht} in election campaigns in which foreign policy has been one 
tid of the decisive elements, the Conference has almost in- 
ng stinctively fought shy of engaging in a public argument 
yý | Which would be bound to involve serious embarrassments 
te { for both, Though it may be said at once that it has no 
‘a a of acceptance in anything resembling its present 
Wig m, it is likely that the plan would gain rather than lose 
dF YY discussion, Politically, it is, no doubt, at least prema- 


A) j ture Q anaes . O08 . 

f ar to F d ie is hard to resist the criticism that it takes 
ha 0 little : ` 

øl a account of the general desire for a prompt 


extens; 9 oar 
E ot er ar reduction of existing armaments. On the 
and, the charge of bad faith against its authors can 


f “dy b ; 
ry) cy ee ees by anyone who has followed French 
yh j Menge a ese questions since the war, or who knows the 
m ; ‘Yelopm ‘test which liberal circles in France take in the 
\ ent of international organisation. That, it is 
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based on France’s view of her national intere 
no reproach in the eyes of supporters of the Soul, 
only solid and permanent basis of which iş a “BU 
of its member States that their individua] interes 

ate 


the long run best served by the maintenance of 


= i i = $ Peace { 
by co operation with other countries. Finally, it | 3 
the first detailed suggestions for applying special tr Dai r 

. . x G 1 

to armaments which are either exceptionally powerfy, | 
specifically designed for offensive rather than hint fo 
military action. at | 5 

The idea of specially reducing, or totally itai 
certain categories of arms, as opposed to the ide i a 
proportional reduction of all, is now known unde th | 
io. te 
description of “ qualitative ” as opposed to “ quantitatin: Ù é 
reduction. It does not appear in the Draft Conventi j o 
except in the form of prohibition of chemical watef 
It was, as has been seen, foreshadowed in the French pa a 


It forms the essence of the proposals of Great Britain, t 
United States, and Italy. Its emergence as the mf o 
practical and hopeful line of approach to effective redutu 4; 
is undoubtedly the most significant fact of the early sugi 
of the Conference. Yet, though it seemed new beef i 
it had hardly appeared in the work of the Prepi at 
i i ied—side b sidewtf di 
Committee, it had already been applied sigep OF ia 
the quantitative method—in the Versailles ie i 
Germany is prohibited by the Treaty from ee ag 
warships of over 10,000 tons, tanks, heavy cae , 


Osa 
aviation of all sorts. ‘Though none of he wet 
three Powers go as far as Germany asks, 5 wee ie 

` (0) 4 , 
general tendency must be most welcome ance oP p 
tion on these lines is pro tanto a definite on chhod 1 E 
practice and in theory towards the a reconcl f f i 
and which even those who most strongly 3 in the foo") 
with Germany would hesitate to © ee! a"i P 

. W E 
encouraging her to construct ne E 


present scale of those of her neighbours: a i 
The simple theory of qualitative 


34? 
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on was set out with admirable brevity and clearness 


cti { A ; 
| ged frst British spokesman, Sir John Simon. 


by the % av: thal 

We must recognise (he said) that the limitation of armaments by 
-rernational agreement can only be brought about by the use of one 
jnter h of two methods of treatment. One is the method of fixing 
of P a limits beyond which we severally bind ourselves not to go; 
Feather is the method of excluding by international agreement 
from use in warfare certain defined instruments or methods, and 
for both these modes of treatment we require as a further safeguard 
some international authority which will effectively secure that these 
limitations are not overstepped. 


The British Empire, he declared, was ready to accept 
both methods. We would accept the fixing of maximum 
establishments in every category, on the lines of the Draft 
| Convention. We desired to abolish submarines, gas, and 
tt) | chemical warfare ; and to co-operate in finding practicable 
ltt methods of reducing the size of ships and the calibre of 
jl guns, both naval and land. These last suggestions were 
È explained in phrases which are worth quoting because they 
u express a point of view which has steadily grown in influence 


“h as the Conference proceeded. 
Ua $ Z : 
a We take the view that the temptation to resort to armed conflict 


is obviously reduced if defence is strengthened at the expenseyof 
attack, And since our common object is not to increase but to 
me} diminish the sum total of armaments and their expense, it follows 
ts that we must direct especial attention to such prohibitions or 
i limitations as will weaken the attack and so remove temptation for 
iti aggression. 
fiwe Some may feel that the suggestions for the practical 
i | application of these principles lack something in courage 
dey and thoroughness, But their clear enunciation has already 
Wj Hoved of high value: and the event may yet show that our 
‘6 | A ministration, in spite of a tendency to regard prudence 
= asthe h; ; 3 3 : 
R the highest virtue, is capable of illustrating once more 
‘ € ex tis ae 4 
K excellent British tradition of performing more than we 


Promise, ; 
it The American delegation followed a similar line: “We 
| i) 


eve that this Conference should and can successfully 
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devote itself to the abolition of those weapon 
Sa et : swin 
devoted primarily to aggressive war.” T ra ah 


suggestions aimed at proportional reductions pate 
To 


figures for naval tonnage laid down in the T M the a 
Washington and London, as soon as France and Te ap 4 
adhered to the London Agreement ; the Rr | di 
submarines ; protection of civilians against air bal of p 
abolition of chemical warfare ; special rete iE gp 
tanks and heavy mobile guns. In presenting thoes oh p 
posals to the Conference Mr. Gibson emphasised aa mi 
John Simon had done the previous day, that the delegatia of 

an 


did not mean, in putting forward certain specific po 
imply that it was not prepared to consider other c 
suggestions. 

Italy carried the application of the principle several steps p 
further. Her delegation has come to the Conference with 
instructions to press in every way for the greatest possible 
measure of reduction. The evolution of Fascist foreign I So 
policy is certainly one of the most interesting phenomem f th 
of international relations of the present day. For lon } an 
considered as the enfant terrible of Europe, Italy hs f ra 
absorbed with Latin thoroughness the doctrine of enlight } cle 
ened self-interest, and in the questions of disarmament | fin 
and of reparations she has placed herself boldly on the sit } ne 
of reconstruction and reconciliation. It is true, no doubt 
that the basis of this policy is in part to be found ina deste Y bre 
to find support against French influence in easter? er + 
We are told, too, that the inspiration of young F i Pik 
still directed towards military glory and national 2 iT tk 
In any case, Italy’s foreign policy in the present UU” 


Its, to 
ONcrete 


pa f u 
clear and brave. She has found an admirable nA | È 
in Signor Grandi, her Foreign Minister, who, a of 


a 
i=} 
O 


under forty, is rapidly making himself a a acot f 
leading statesmen of Europe. Signor Gran er ubt f An 
‘ Caer 


batant in the war: it is a strange and LS oye à 
reflection that he is about the only leading 48 ms 
Conference of whom this can be said. 
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"phe Italian ce ocala) atmo only openly based on the 
qualitative reduction ” principle, but they take as their 
disarmament clauses of the Treaty of Versailles, 
auses, said Signor Grandi, “ by abolishing the most 
jistinctively aggressive means of warfare, afford | us a 

tical example of what disarmament should be in the 
oe of the League of Nations and of the Kellogg Pact.” 
fe roposes, therefore, simultaneous abolition of sub- 
hes and of capital ships, abolition of aircraft-carriers, 
of all kinds of heavy artillery, of tanks, of bombing aircraft, 
and of chemical warfare. 

A few words will complete this summary of the attitude 
of the great Powers in the first phase of the Conference. 
Japan’s position was practically a reproduction of that of 
Great Britain. Germany repeated once more her demand 
for equality and put forward a scheme for general disarma- 
ment going much beyond even the Italian proposals. The 
Soviet delegation took the occasion once more to declare that 
the capitalist States have no real intention of reducing their 
armed forces, and to ask for the rapid adoption of the most 
radical measures. These are special cases, and since it is 
clear that there is no likelihood of proposals so far-reaching 
finding general acceptance at the present Conference, they 
need not be considered in detail. 

The speeches of the representatives of the smaller States 
Tought, as was to be expected—for the armaments prob- 
lem is obviously in the main a question for the great Powers 
fine e that was new. Many of them, not only amongst 

„ose who generally follow the lead of France, showed a 

So Parts of the French plan, in particular for the 
Bic: ee s place civil aviation under saerta manage- 
Daf ie & on the idea of a “ police force at the disposal 

A ae The attraction of this idea undoubtedly 
: thiversalit 5 Eon the view which, rightly or wrongly, is 
 Commcig A eld among the smaller countries, that the 

ght to have been able to intervene in a more 


decisi 7 
, ne Way in the early stages of the Manchurian conflict, 
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and that the existence of certain forces earmark 
hand to be sentat its discretion to act as police; z 
area would, in fact, have enabled it to do a 
prospect of prompt and positive reduction in ‘th $ 
stock of powerful armaments was, of course rnd 
attractive to all the smaller States; and, Ave i Mone 
welcomed the suggestions for the abolition of aa a Į 
bardment. Some of them pointed out that cot 
which possessed no armaments industry of their own ve 
be at too great a disadvantage in the case of conflict with 
country which possessed such an industry, unless it 
were allowed to keep some stock of the more Power 
weapons which their adversary could hardly be expected 
refrain from making and using. This is clearly a pn 
which must be provided for in any disarmament conventio, 
With reasonable good-will, it presents no insurmountatk f 
difficulties. It may be mentioned in passing that Turky 
and the Argentine took the opportunity of declaring, th 
one her wish to join the League, the other her wish i 
return to it. 

Among the rank and file of League membership, m 
group is of greater interest than that of the British Do 
ions, who stand alone in that for all the diere 
graphical and political, which separates them n : y 
they have had recent and terrible eapi te Bes 
warfare. ‘Their interest in the problems of t a? A 
is more remote, but no whit less substantial, t i A 
their European -colleagues. And they ie vont | 
teach; what European can hear without “ople we 
of shame of South Africa united into a nee ; Cana 
a few years after the end of a deperi m oot f 
with her 3,000 miles of undefended land aa present i f 
will blame the Dominions if they feel ae zz 
that it is best for them, so far as mah E an gut s $ 
allows, to hold aloof from the dangers in ordet to m | 
rather than to risk further commitmen adine er 
them, and if, in consequence, they are 


De 
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consideration to the French plan. Such an attitude 
ij] less surprising when we consider that it is on the 
whole that of the present Government in the United 
Kingdom, in spite of the fact that England, deeply involved 
py history, by treaty, by ties of commerce and of sentiment 
with her European coevals, can never remain a spectator of 
their troubles. Yet two at least of the Dominions, Canada 
and South Africa, have always shown a real and constructive 
interest in the League, and may be trusted to realise that 
co-operation and concession by all concerned are needed to 
enable it to perform its task for the common good. No 
speeches made recently in Geneva have shown a better 
understanding of its purpose than those delivered by Mr. 
Te Water, the South African delegate, in the Disarmament 
Conference and in the Assembly. Mr. Te Water is a real 
find: clear-headed and courageous, it may be that he is 
destined to embody in succession to Botha and Smuts the 
political genius of South Africa. There could be no 
mi) prouder ambition. 

The second phase calls for little comment. The delega- 


js st 


10 tions and the Secretariat at Geneva have learnt most that 
nil there is to know about the technical side of conference 
gtr management. In spite of the immense mass and com- 
Ops plexity of the material with which it had to deal, the 
ert Conference did not take long to arrange it into a manage- 


i able agenda list, based as far as possible on the Draft 
| Convention, and to organise its committees—a committee 

for land armaments, one for naval armaments, one for air 
‘maments; a budgetary committee (to deal with the 
al plans for limiting armaments by limiting the budget 
j *PPtopriations. for the purpose); a political committee 
eo with questions of supervision, etc.) ; and a general 
eae jae consisting of the heads of delegations, which is 
Bris 80 its work to each of these committees and receive 
a ae In this work of organisation the Cfare 
pe i oteign wee the indefatigable labours of M. Benes, the 
ister of Czechoslovakia. He possesses a deep 
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strading of the views aad mendica 2 PO 
h of each | to g 
or group. The subject-matter of the Conferene Biting 
weighty to be manipulated even by the most po iSt 
diplomatic energy and skill; but by electing M i 
one of its chief offices it has ensured that all that is oa 
will be done to avoid unnecessary friction and loss pe f 
During the Easter holiday which followed time, 
announced that Mr. Stimson would join the A 
delegation soon after the Conference re-opened, Th 
already known that Mr. Ramsay MacDonald, M, Tarde 
and the German Chancellor, Dr. Brüning, intended to be 
in Geneva at the same time. Meanwhile, what we hay ; 
called the third phase of the Conference began in a some ( 
what dramatic manner with a formal declaration by Mr, 
Gibson that the United States was definitely prepared to l 
abolish what they considered aggressive land armaments, 
viz., all tanks and all mobile guns of over 6-inch calibre, 
and invited the other nations to do the same. Theisw } | 
í 
( 


Ptiong f 
enesto f 


lt Was 
merican 


of “ qualitative reduction ” was thus squarely joined, and 
while Italy gave wholehearted, and Great Britain a some 
what hesitating and partial, support to the American 
proposals, M. Tardieu lost no time in taking up the 
challenge. Which weapons, he asked, are aggressive, an 


: > ; ; bta 
which are defensive? Tactically, a tank is no dou 
attacking an enemy 


is strategically a 


: ty 
essentially a weapon of defence. War equipment, us, 
on land or sea, or in the air, must be treated as 4 
it was illogical to demand the abolition of all priem 
powerful land weapons, while retaining the in F 
formidable menace of battleships with t Bees 
and terrific attacking power. Finally, 1t wes a Jerat 
accept such proposals before even any a a e | 
had been given to the French plan. : nfs We g 
waged before such weapons Were ee pill 
nothing in security by abolishing them, 
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ining them at the exclusive disposal of an international 
Fn pledged to prevent aggression we can make future 
B impossible. i ; i 3 

The courtesy of international discussion forbade M. 
Tardieu to “voice the real feeling of the French, viz., that 
Hie United States was proposing the abolition of weapons 
which were of no use to herself, since there is no possibility 
for her of serious warfare with her neighbours on land, 
while giving up nothing in the sphere of air and naval 
armaments which may be important to her. The same 
view is held by many States of Latin America, who, while 
seeking to use the opportunity of the Conference to make 
mutual limitation agreements among themselves, un- 
doubtedly hope that it will have the effect of relieving 


fh, them to some extent from fear of the naval and air forces 
tw | ofthe United States. However, though events in the Far 
ts, Fast have doubtless strengthened the hands of the Big 
It, Navy school, we may confidently expect that if Mr. Gibson’s 
ue proposals concerning land armaments seem likely to lead 
ni f to results, the United States will be ready to consider 
n f analogous proposals in regard to air and sea. This is at 
an once their only chance of acceptance and the test of the 
he || spirit in which they are proposed. 

nd After ten days of debate the Conference passed unani- 
ta mously a resolution in general terms declaring itself in 


my favour of qualitative reduction, but without coming down 
efinitely on the side either of prohibition or of inter- 
Mtionalisation ; and instructed the three technical com- 
missions on land, sea, and air armaments to report which 


We ee : 
*PONS Were most offensive in character or most effective 
ot J *8ainst defence. 


iy 's summary brings the history of the Disarmament 
ve erence down to the beginning of May. The tech- 
é | vil commissions are now at work on the task of defining 
3 i . es are aggressive and which are defensive. 
if © the uits of their work have yet to be received: but 


Y are not likely to make the path of the Conference 
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_ from provoking incidents which would 
moment into national heroes. The war- 
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any easier; for how can it be expected th 
sentatives of the fighting services should willin i © Tepe, 
l 


death-warrant—even with a prospect of som BN the 
executing it—of any considerable division of elay i 
sations with which their lives are bound up? aa Bin 
be no doubt that if serious results are to bendi taf a 
heads of delegations must be prepared to Boi at the fis 
their technical advisers. E i 
t 
sh 
IV. INTERIM REFLECTIONS h 
w. 
EANWHILE, for several days the men on whom p 
above all rests the responsibility of guiding th f t 


principal countries through their present difficulties hw / £ 
had an exceptional opportunity for discussion. It isto | # 
early to do more than guess what use they have been ae | 1 
to make of it. Their task is difficult indeed. In spite of th 
the warnings which have poured out from League confer 
ences, committees and assemblies since 1927, nation 
egoism in the economic sphere has brought internation 
trade to a standstill and the industrial countries to the 
verge of ruin. Fear of financial and economic disaster his be 
intensified the national caution of the great AngloSam | t 
countries, and made it more difficult than ever for their 
governments to look beyond the empirical decisions of > ii 
moment. In Germany men are waiting to see whether tie ha 


National-Socialists will carry out, now that Be ae 2 de 

large share of power in the country, the policy 0 oe E 

nationalism which they preached in Ore <a ak 
ic 


is in the middle of an election campaign W 
her reaction to the developments of Get 
The national feeling of Poland is not less read 
aggressive form, and in Danzig and along t 


cae 925 re: 
hotheads on both sides have to be continua y fort 
; d turn them 
nae in the Se 


clouds 12 


: oe les 
East show no sign of lifting, and are none the 2 
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e in Europe men begin to take them for granted 
t j caus et their existence. 
k j ee ig no way out of all this trouble that does not 
hy E sacrifices and concessions from all concerned. No 
ù Pace js possible so long as each country considers in 
i i Eicon the justice of its own claims, and waits for the 


others tO recognise it. It is of the utmost importance 
"hat public opinion and the press, especially in Europe, 
should realise and act on this truth. The part played by 
the French and German press in particular, in connection 
with the Conference, has been a real hindrance to its 
"progress. Every slight concession is called a victory for 
the other side and considered a proof of weakness. Every 
- form of malevolence and insincerity is freely ascribed to 
ay delegation which differs from that of the writer, A 
Je | heavy responsibility rests on the shoulders of those who 
thus add unnecessary difficulties to the already over- 
whelming task of the statesmen who must agree or perish. 
For the Conference itself it may be said that in spite of 
nil | mfvourable circumstances its early stages have on the 
he | Whole been successful, but that immediate further advance 
vg | My be difficult. The German and French elections have 
A held up its progress, which can hardly be resumed until 
a | the political life of the two countries has again settled 
he own. The vital decisions to be taken at Lausanne in 
he June on the problems of reparations and debts will then 
he oe faced, and it is doubtful whether any great 
at Gen = of the Disarmament Conference can now be 
| Plexity on ore the autumn. In view of the vast com- 
of | supriis vital Importance of the subject, this is not 
Daite ee Particularly regrettable. No one has the 
m f tt poe the slowness of the Conference who is 
it f o e cPared to ask his own Government to make the 


fe tonc ` 
i €ssions : E . 3 
So which are needed to keep it moving on the 


a 
af, success, 
taf Neva, 


s | My 1932, 
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THE FAR EAST 


SSE September 18 of last year the Far East hay A 
in the centre of the international stage and the a 
preoccupation of the League of Nations. Would thatit 
had been so earlier and that, in this country and in Westem 
Europe in particular, it had not become habitual to regard © 
Europe as the chief danger-spot in the post-war wori! | 
For, to anyone who has tried to gauge the real forcesin { 
international affairs without allowing his perspective tok } v 
distorted by relative distances, it has long been clear tu } a 
it is on the western shores of the Pacific, the home of nea} } c 
one-third of the population of the globe, that the woi l 
has to face the greatest threat to the new constitutioul f t 


system which the statesmen and peoples have been a \ 
to build up so as to avert another world war. - It was i I 
the object of meeting this threat in time that a a 
far-sighted men in 1925 founded the Institute of a 
Relations, with National Councils in the various a n 

concerned with the problems of that area, rei Ks 
that a clash might be prevented by frank ae He c 
discussion. The clash has occurred. Nevert oe t 
discussion has not been fruitless. The issu cool x 
of such a kind that they cannot be settled by nly the dot Ec 
It is a Gordian knot that not the sword ae one | 
fingers of Time can untie. Whatever the soit FU 


the PD 
situation in Manchuria and around Shanghai The gik 


i jally nget H 
mental facts remain, substantially n 5 ae ihe 
of these concern China : and it 18 He | 
that these pages must primarily deal. 
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China: The Basic Factors 


I. Curna: Tue Basic FACTORS 


y a Treaty signed in Washington on February 6, 1922, 

and in force since August 5, 1925, the British Empire, 

together with the United States, France, Italy, Japan, 

Belgium, Portugal and the Netherlands, has undertaken 

“to provide the fullest and most unembarrassed oppor- 

tunity to China to develop and maintain for herself an z 

efective and stable government.” ‘The occasion on which 

this obligation was undertaken was of singular solemnity, 

for the Conference of which it was one of the principal 

gd © results marked the achievement of the first measure of 

old! | disarmament by mutual agreement of which history bears 

anf record: and the political and disarmament agreements 

tok} were strictly interdependent. Neither could have been 

‘tht | achieved without the other. From this spring political 

ely } consequences of world-wide importance which must be 

woli } left aside for the moment. Here we must first deal with 

ioul | the extent and meaning of the obligation which, since the 

dg | Washington Conference, forms the basis of British policy 

wid} not in China only but throughout the Far East: for, in 

upd existing circumstances, geographical, economic and poli- 

achi tical, our relations with Japan must be influenced at almost 

nue | every point by our policy towards China. 

hopi China is the oldest civilised society in the world. Six i 

4 thousand years before the Christian era “ there was in Bi: 

pF China an Empire in certain respects more cultured than 

dat f that of Rome in the age of the Antonines.”* Dynasty 

ae n ceeded dynasty, but the essential elements which hold 

A d E life together have lasted on unimpaired, with- H 

$ ti mi "8 as anyone who has really communed with the $ 

e =e of even the most Western-educated of the race can 
$ ify, the impact of the republicanism, the materialism 


- ‘ The - ; ; 
E mana geu of China, by L. Curtis, p- 6 (Macmillan & Co., 


Pp 


been 
main 
lat it 
ster 
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and the ephemeral values of the present A 

fucian ethic, with its insistence on the aa © Coy 
day life, cheerfulness, common sense nee Of eve 
between neighbours, together with the obligati 


honesty i | 4 


piety, in the Latin sense of the word, has nr giota ff 
cement by means of which over one quarter of < ao B 
population has contrived to live for thousind oM |p 
grouped in families and villages without losin . yen fs 
cohesion and the sense of belonging to a larger ane toc] l 
Utterly different in its outlook upon the world trae f tl 
restless children of Greece and Rome, with their a 0 
highly centralised type of organisation, their anid f 
applications of natural science and their new-found belt n 


in “ progress,” this vast ‘section of humanity, with jy | 
roots even deeper in tradition than our own, has with ‘ G 
the last few generations come into close contact with th f a 
West. It is a contact between civilisations, the mot | fa 
interesting for the scholar, the most momentous for the || ¢ 
statesman, that the world has seen. How can it be ture B 
to good account? That is the question asked, and ltt | pi 
open, by the Washington Conference. 

The relations between Great Britain and China go bt } © 
its way f an 
to London. In 1715 the East India Company began t 
trade regularly with Canton, and gradually Indian opt p 


assumed its place as the main import in exchange ; 
Chinese tea, silk and porcelain. By 1830 the Indian a 4 
had grown to 4,000 chests per annum, and in the ae, fa 
decade, the monopoly of the East India Company wie | o 
been abolished in 1833, the trade increased a atA 
The Chinese Government, aloof in haughty oe lf im 
not equipped to deal with a problem of force nai a 
which at first seemed only to concer t ae aor | 2 
authorities. The inevitable difficulties were ee fii | X 


of the Chinese ri yl 
ded in the cession A 
enience of 


tuated by a misunderstanding 
system, and the resulting war €n 
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nd in the opening of certain “treaty ports,” in- 
j de a Shanghai and Canton, to foreign trade, 
ae the ensuing eighty years, from 1842 to 1922, 
| pritish policy in China was a policy for the furtherance of 
Yi pritish trade. No attempt was made to extend British 
Í slitical power, still less to promote mutual under- 
tanding between the two political communities concerned. 
1843 indeed, the British Government made it clear 
A A sought no exclusive rights, securing only the right 
of most-favoured-nation treatment in all arrangements 
made by China with other Powers. Hongkong grew to be 
a great emporium of over 600,000 inhabitants; but it 
never served as a link between the deeper thought of East 
‘ity © and West. Individual British officers, including General 
thn ` Gordon, trained Chinese armies, and individual British 
th f administrators, of whom Sir Robert Hart is the most 
not | famous, made the Chinese Maritime Customs the most 
‘the | eficient piece of machinery in the Chinese State. But the 
med | British Government averted its eyes from the political 
‘et | problem presented by the contact of the two systems. At 
the close of the nineteenth century, when Japan had begun 
bat | to show her Westernised power and German and Russian 
yy | mbitions in the Far East were becoming important factors 
nw | ‘or British policy, Lord Salisbury awoke to the fact that 
ius Political relations between China and the West could not 
shi | “tinue as they were. But he saw in China only a Turkey 
at © “Wt large. Partition between Western governments 


m 


digag- med inevitable and, for the sake of the commercial f 
m @ . r 

wi mits involved, he endeavoured to secure a fair share i 
wi P utain, The despatch in which he instructed our 

% assador in St. Petersburg to initiate negotiations with 

olf J Ussia to tha 


t end has recently been published and throws 


il | trivia : 7 

r | me light on British policy only thirty-four years ago, 
fe | a the immense psychological change, both in the 
a i a and in the West, which has come about since then. 
ve POU i ; 

ai? | vas hee (writes Lord Salisbury, amplifying a previous despatch) 


rp, 0 empires of China and Turkey are so weak that 
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in all important matters they are constantly 


of foreign Powers, In giving this advice poi by the a A 
constantly opposed, neutralising each other’s a Eng a | 
8 mug t 1 


frequently than the real antagonism of their interest, Ole 
and this condition of things is not likely to diminish p oldja Pa 
It is to remove or lessen this evil that we have "ae to initte 
understanding with Russia might benefit both at tta 
contemplate no infraction of existing rights. nations, y f 
the violation of any existing treaties, or impai 
present empires of either China or Turkey. es ) 
are vital. We aim at no partition of territory, b o condi 
of preponderance. It is evident that both in respect 
and China there are large portions which interest Roce 
more than England and vice versa. Merely as an e Much 
binding myself to nothing, I would say that the portion ‘ae a 
which drains into the Black Sea, together with the drainage a 
of the Euphrates as far as Bagdad, interest Russia much more k 
England: whereas Turkish Africa, Arabia, and the valley of i 
Euphrates below Bagdad interest England much more than Rusi, | 
A similar distinction exists in China between the valley of th 
Hoango with the territory north of it and the valley of the Yangte, 
Would it be possible to arrange that where, in regard to the 
territories, our counsels differ, the Power least interested shouldgie 
way to and assist the other? I do not disguise from myself tht 
the difficulty would be great. Is it insuperable ?* 


This particular negotiation fell through, but the rivaly 
between the Powers continued; a year later the Unt 
States Minister in China was convinced that China wi 
breaking up. “A glance at the map,” he wrote in 
despatch to Secretary Hay, “will show Russia a 
entrenched in Manchuria, Germany in ae Y 
demanding Chekiang, Japan expecting min RE ' 
Hongkong and the French in Kwantung an 


Jong | 
with the English claiming an extended sphere along 


1 ot) 

Yangtze... There is practically nothing te t 
United States but the province of Ome od SO 
Hay, however, set his face against Pee a cite! | : 
unilateral declaration in 1899, followed T sore b i i 
t 


n the basis of a 


telegram a year later, laid dow naa jt” | 


© British Documents on the Origins of the War, Vol. 1, P: 
1898). 
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Great Britain at once agreed: indeed she had 
policy y sought American co-operation in the same 
put the United States had been reluctant to embark 
licy which might seem to savour of an alliance 
olve an obligation of joint action for its main- 
Hay’s intervention, as Mr. Stimson has justly 
‘himed, “brought to an end the struggle among various 
Powers for so-called spheres of interest in China which 
tas threatening the dismemberment of that empire.” It 
rested on the twin principles of the open door and the 
preservation of the territorial and administrative integrity 
of China. Notwithstanding infinite difficulties and com- 
plications, this has been the broad basis of the policy of 
the Powers during the last thirty-two years. There have 
been no new alienations of Chinese territory. In Man- 
churia, indeed, Japan succeeded in 1905 to the rights 
already secured by Russia, as she succeeded after 1914 
to the German rights in Shantung. But Japan did not 
embark on her war with Russia in a spirit of imperialist 
adventure, in order to secure the territorial aggrandisement 
on which Russia herself seemed bent. Her object was to 
keep the Russian power at a safe distance so as to be 
assured of free access to the resources, both of China as 
awhole and of the three eastern provinces. Itisinterestng 
to recall to-day the words used by one of the wisest of the 
Elder Statesmen, Marquis Ito, during the height of the 
Wsso-Japanese war, a few weeks before the fall of Port 
Arthur, “Te was unprofitable,” he told the Second 


or to inv 
tenance. 


Se g : ; 
x cretary of the British Embassy in an after-dinner talk, 


Orany country to endeavour to go beyond those limits 
ppear to have been set by nature to its powers; 
tame was to open a source of weakness.” For that 

Japan “ neither wanted Manchuria, nor was she 


tod 


ton : > : . 
f te © rough to maintain large garrisons indefinitely on 


ae borders of that province”; and, as the chief 

St to Japan came from the Russian control of the 

7, he suggested that “ the only method by which a 
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lasting peace could be secured, would b 
nationalisation of the railway from the oi 
enters Chinese territory.” As E a Where i 
relations his views were equally moderate. no Japaneg 


> by the intep 


The Japanese (he said) could by themselves effect A 
It was true that Japanese could understand Chinese b 
but a very few foreigners could ever hope to, but the cha 
two nations was too dissimilar and the resources of poe 
feeble. If, however, England were to co-operate with ia 
much might be done. England had been the first to Open a 
and her influence there was older and wider than that of a 7 
country. The two were thus well fitted to work roger ial 


ne Very itl 5 
etter than il l 


Were 


Much has changed in the world and in the relative 
position of the great Powers since that confidential tif 
in Tokyo in November, 1904; but the permanent elements 
in the situation remain unchanged. These are the jp 
destructibility of China, the economic needs of Japa 
and the fact that only “a very few foreigners ” have ben 
able to enter into the mind and soul of China and to pene 
trate to the deep-lying elements in the Chinese natwe 
which constitute at once its apparent weakness and it 
unshakable strength under the strenuous conditions of the 
modern world. But it is equally true that only “a ver 
few foreigners” have understood the mind and soul uy 
Japan: and it is to Japan that we must now tur. 


II. Japan ann Her LosT OPPORTUNITY 
he 


est 10! 
of the strang nit! 


HE history of Japan is one 


: d be 14 i 
world’s annals. Its main lines shoul “i | 
present @ ae 


estern a ' 
ing adequ | 
king o oft 


: : iyen, and t i 
to repair, that the memories which enliven, PA 


: : apa 
embitter, the consciousness of every J p Westen ™ 


e . n 

echo, and can thus inspire no sympathy, 12 W 

i ; ; J. iv, PP 
` © British Documents on the Origins of the War, 0°” 
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apan and Her Lost Opportunity 
apan is ruled by a dynasty whose line goes back unbroken 
' yer two thousand years. That is the central fact 
for 4 the Japanese community. The Chinese is an ethical 
peor . the Japanese is a political being: together the two 
ens make up the sum-total of the social teaching of 
Aristotle. The relationship of the individual Chinese to 
his family and to his village corresponds to the relationship 
between the individual Japanese and the Mikado. The 
jetas of the Chinese is within the narrow circle of home 
and surroundings : the authority of the village elder gains 
in veneration by his being described as a “father and 
mother official.” The Japanese have been living for two 
thousand years, and still live, under a paternalism centred 
in the person of the monarch. It is not a theocracy, but 
w | it is sufficiently close to a theocracy for this to call for 
eit { denial. “There is not now, nor ever has been,” said 


pa Marquis Ito in the conversation already referred to, “a 


ative 
tal 


nents 


ben single Japanese who believes that the Emperor is a god; 
per | heisa man ”—here he stretched out his arms—“ just like 
a myself. It is almost impossible for anyone not a Japanese 
d its 


to understand the feeling of a Japanese towards His 
ft Majesty: it is most like to that which you entertain 
a towards a father.’’* 
ube Japan encountered the West in the sixteenth century in 
the form, first, of Jesuit missionaries, and then of firearms. 
The Jesuits and the Franciscans who followed them, after | 
making many converts, were expelled from the country 
alter a few generations. By the use of gunpowder, a 
soup of able leaders broke down the power of the feudal 
nobles and firmly established the authority of the central 
remment, But the real control was exercised not by 
lado but by the military chiefs, of whom Hideyoshi, 
= ol Bonaparte and of equally humble extraction, 
= Most remarkable and the most ambitious. Under 
ont T Japan proceeded to make the mistake of Louis XIV 
3 successors—to seek military glory through conti- 


® . 
Loc. cit., transposed from the orario obliqua of the despatch. 
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nental conquests rather 
through overseas enterprise. The conquest T 
the lure that led him on; and the road oe 
through Korea. The war began in 1592 thee 
sending across the straits what a recent histor : 
as the greatest force ever sent on overseas se 


than economic dey 


gele Was 


; n 
38,700 Koreans were packed in barrels and cane bone 
Obe 


in Kyoto 


CY ing 
power led to the abandonment of the enterprise A © 


In the reaction that followed, the unity of the Country wa 
completed by the putting to death of native Christi 
and the expulsion of foreign priests. The statesman 
responsible for that policy, lyeyasu, persuaded the Mikao f 
to grant him the title of Shogun and to make that ofice 
hereditary in his family, the Tokugawas. From 1616 to 
1867 the Tokugawas were the real rulers of Japan. 

The Tokugawa regime was a bureaucracy, surely at one 
the most nervous and the most efficient that the world is 
ever known. In 1637 it was alarmed by a revolt of Christia 
peasants, which was suppressed with much bloodshed 
It was then determined to close Japan to intercourse with 
the outside world. No Japanese subject was al 
leave the country on pain of death, and no ship mig i 
built larger than would carry 2,500 bushels of oe 
build and rig being prescribed so as to make an Y" ig 
voyage a crazy adventure. Contact with t i 
maintained by the admission once a yeat of a | 
from Holland. Thus: during the two oy coloni J 
Europeans were exploring the outer seas ara carton 
their territories the Japanese, already sk : 
Europe, were deliberately cut off from comp snes)" | 

By 1608 (writes Mr. Curtis*) as many a8 15,000 To | 
settled in the Philippines. . . A glance at the 

* The Capital Question of Ghina, P: 4% 
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once established in the Philippines, the Japanese must 
$ ‘ckly felt their way to Borneo, the Moluccas and New Guinea. 
have ee ae of two centuries they must have discovered and 
Jn Ee Australia and New Zealand. Their navies must have 
annexe a de Pacific more thoroughly than those of England 
d the Àtlantic. They would scarcely have brooked exclusion 
from the whole American seaboard. They might well 
ed the Spaniards in America, and to-day the civilisations 
{ Europe and Japan would be facing each other in regions south of 
the great lakes. As it is, the civilisation of Western Europe domin- 
ie ocean which washes the shores of Japan ; while she, follow- 
i the path traced by her peasant dictator, has seized Korea and is 
driven to seek in China the means of supporting her teeming millions. 


how that, 


mastere 
Spain 
have supplant 


III. Jaran’s PROBLEM 


APAN is a country poor in natural resources with a 

rapidly growing population. That is the sum and 
substance of her foreign policy. 

The problem which thus confronts the Japanese people is 
one of recent date. During the Tokugawa period the 
population was stationary, checks of many kinds, including 
infanticide, being employed in all levels of society to prevent 
an increase. At the first general census, that of 1721, 
the registered population was a little over 26,000,000. 
In 1846 it was 26,900,000. After the close of the Tokugawa 
regime the birth-rate began to mount. In 1872 it was 
17 per thousand, in 1928 it was 34:4. The population of 
Japan proper at the last census in 1930 was 644 million, 
the total population under Japanese rule—including Korea, 
the leased territory of Manchuria (1-5 million) and the 
mandated Pacific islands—being 91:8 million. In most 
nee countries the birth-rate and the death-rate are 
fhe ga creasing ; in Japan both show an increase, though 
two eee has not risen so fast as the birth-rate. The 
u ee are, in fact, related, for between 1924 and 
nder per cent. of the deaths occurred among children 

: our years of age. $ 

Pan has hitherto always been an agricultural nation. 
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But her territory is mountainous, and on} 
of the total area is arable. For the anne 
900,000 mouths it is calculated that five mi, A 
rice are needed, equal to the output of 133 aa b : 
For the past twenty years the annual incre cres ofli 
has been from 25,000 to 35,000 acres a year. 


Per cen, 
Ushel, it 
iD tie lang | 


To meet this new pressure on food supply (writes aca 
observer™), Japan must annually bring under cultivation 
new land four to five times greater than the area she ha ba 
to make arable in any past year by the expenditure of ‘ie 
‘arduous labour. Japan has no frontier of empty lands avi 
for the taking. If production is to be increased, Cultivation mug 
climb higher up the mountain sides, steeper slopes must he terraced 
farm land must be pushed farther into the sea, swamps reclaimed, 
new irrigation systems built, or greater crops forced from the gi. 
always in the face of greater and greater obstacles, j 

i 

For this hungry multitude there are but two waysout- } 
emigration or industrialisation. Emigration on a lap f 
scale is excluded, either for political or climatic reason 
Where the Japanese could live, in the warm and tempente f 
lands of Australasia and America, they are not free toga f 
Where they are free to go, as to Manchuria, Sakhalin al 
the northern island of Hokkaido, they cannot live 
comfort. There remains industrialisation. al 

But here, too, circumstances are inexorable. Industr 
isation demands access to iron for cheap cone F 
to coal or oil for cheap power. Japan has Be 
iron ore, little coal, and that of bad quality, MA | 
annual output of oil, which has steadily decina at seret 
peak was reached in 1916, amounts now to a a iy 
tenths of the output of the United States for a 


refy] Westen 


a as} 
Signor Mussolini is fond of characterising a, i 
proletarian nation: Japan is the proletaran eN 
excellence, the foremost representative © t has 9 ge 
in modern civilisation. No other e ae pe | 
an interest in international justice, if by- ta i 


i . 6 
— * Fapan’s Economic Position, by John E. Orchard, p> ® 
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meant in the domestic sphere, not simply the 
ent of existing rights but also the development 
ly means for remedying the maldistribution of 
ih. Unhappily, it is precisely in the field of inter- 
onal economic relations that men have been most 
valnctant to apply constitutional processes or even to 
recognise the necessity for having recourse to them. If 
the Japanese people have turned to-day from constitu- 
] to revolutionary methods for satisfying their urgent 


4s it has 
f enforce 
of order. 


festen 
atea of 


a is, and if they are more inclined to see their “ vital 
abe | interest ” in the monopolising of the resources of Manchuria 
mt f snd the securing of a tied market in the rest of China, 
E than in a general policy of access to raw material and the 
; 1 


w breaking-down of economic barriers and other discrimina- 
i tions, no small reproach attaches to the statesmen and 
| peoples, unhappily often belonging to the British Common- 

ou | wealth, who at Geneva during the last twelve years have 

hag banged, barred and bolted the door even to the discussion 
aont | ofthese vital international problems. “ Justice,” “ Neces- 
pente | sity,” “ Self-preservation ”’—call the issue by what name 
of | you will, the logic of facts is inexorable. “ Things are 

n at what they are, and their consequences will be what they 

ve MY will be.” They are working themselves out to-day before 

our eyes in Shanghai and Manchuria—to-morrow perhaps 
elsewhere. Is it too late for international statesmanship 
torecognise and act up to its responsibilities ? 

For Japan can find no relief for her economic problem 
by political action in China and Manchuria. Here again 
the facts are unanswerable. 
ed aa sdostrjalised Japan can only live by developing her 

sif sn: Of these, two are of major importance, silk and 

MT ate =a extiles. Both go predominantly to markets which 

No m a sensitive to Japanese political action. Ofthe 

gt | aVerape aes over the five year period, 1925-29; an 

peah 85's Se 42'5 per cent. were sold to the United States : 
iy Cent. of the goods thus sold were raw silk (83-3) and 

‘sues (2:2). These figures are an eloquent commen- 
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The Far East 
tary on Mrs. Hoover’s cotton dress 
movement in the United States f 
without resort to war,” of which the rayon 
may be trusted to take advantage. Cotton mat ct 
chiefly in China. But the Chinese have di Cites are gy 
the boycott they possess a weapon which Oa that iy 
powerful an influence on policy as militar ye exer i 
First used against Japan in 1908, then jn ion aa a | 
of the Twenty-one Demands, its technique has be the ting f 
perfected with the growth of patriotic sentinels steadi | 
has become a major factor in the political situat oa a 
be broken by bombs and bayonets. The 1931 A 
recently published, show that Japanese exports fell i 
22 per cent. compared with the previous year ; the da 
however, was principally in the period subsequent i 
September 18, the November figures, for instance, showing f 
a decrease of 35 per cent. on November 1930. Therei 
no way out of this dilemma by the political or economic 
control of Manchuria. It is true that, under the regime 
which was recently overthrown, Japanese imports int 
Manchuria had remained stationary, and even decline, 
since 1918, whilst European imports—a fact insuficient 
noted in the West—had been steadily increasing. But the 
thirty million, predominantly Chinese, inhabitants af 
Manchuria, even if they can be compelled (contrary t0 th 
treaties and to recent assurances) to “ buy Japanese A | 
poor substitute for the 400 millions of China and t i 
luxury purchasers of the United States.* 

Three facts stand out clearly from this ana 
first is that China, amorphous, unorganised, os val 
flood, invasion and internecine rivalries, is neveit s nt 
the most modern measurement of political D j 
powerful than the Island Empire with its moder es Tht 
and its highly developed naval and military ee anit 

© The facts regarding Manchurian trade are Cones Deptt 
by Dr. Herbert Feis, now Economic Adviser to the Carnegie Edom 

State, in a pamphlet published in April, 1931, Dye Ca aes 
- (No. 269). 
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The Collective System in the Far Fast 


4 is that the establishment of good relations with 
secon on a durable basis, which must be a basis ensuring 
Chim | ect for both parties, is a vital interest for Japan. 
Be td is that, quite apart from the immediate problem 
7 sno Japanese relations, the Far Eastern situation has 
A agiit to light general issues of international economic 


policy which the world can no longer afford to shirk. 


IV. Tue COLLECTIVE SYSTEM IN THE Far East 


HE Sino-Japanese conflict is the most testing experi- 
ment to which the collective system, compounded of 
the Covenant of the League of Nations and the Kellogg 
Pact for the renunciation of war, has yet been subjected. 
owg f Let us, in conclusion, briefly examine how matters now 
nereis | stand in this regard. 
nomic The object of the collective system is to establish the 
regime | rule of law in the world. ‘The States that are parties to it 
simto } are pledged to refrain from taking the law into their hands 
clinel, | for the redress of grievances, however legitimate. Thus, 
cient} | so far as the collective system is concerned, the foregoing 
atthe f analysis is irrelevant to the present issue. “It is clear 
its d f beyond peradventure,” in Mr. Stimson’s words, that Japan, 
tote | by her action on and since September 18, has violated the 
“arti | two general and one of the regional agreements on which 
dt ` the peace settlement in the Far East had been built up. 
hat settlement is, for the moment, if not in ruins at least 
“tlously shaken, and so is the agreement between the three 
ed chief naval Powers which was the consequence of, and 
ue | interdependent with, the Far Eastern political arrange- 
pnt | ments, : Unless and until confidence can be restored 
nigh f tween the signatories to these various treaties, conditions 


nt to | 


adnaey Wot yo Pom 


i 1 ie xe Far East must remain precarious. That neither of E 
wee | T ajor parties to the dispute, though they have fought f 
no Pe has ed battles and been engaged in trench warfare, should F 

j * declared war, and that the League of Nations should i 
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The Far East 
have equally closed its eyes to patent f 
refrained from putting into force its sancti Ste and hy 
aggressor, are two important el Re again, 
l : Ps t elements in 4 SE the 
situation and may ultimately facilitate an Omplicat 
But the fact remains that, morally, a state e Desta 
During the long-drawn closing phase of the Sonn exin, f 
war Lord Rosebery urged that the protagonist African 
arrange to meet for a quiet talk “ at a wayside a aal 
war to-day is as real, and spread over as wide Pe T 
that which ended in the reconciliation between ie i 
Milner. The wayside inn m ha 2 and 
y ay perhaps be Convenient 
found in Geneva, famed for the gastronomical resorts i 
its vicinity. But all the arguments of lawyers and le 
juggling with texts cannot alter the fact that peace has hen 
broken and remains to be restored. j 
It is of little avail to dwell in retrospect on the handling 
of the conflict by the Council of the League of Nations 
between September and February, or to speculate upon 
the course that events might have taken, had less reliance 
been placed upon conciliation and persuasion, or if ther 
had been more perfect team-work between the League of 
Nations and the United States.  “‘ If only China had shom 
something of the spirit of Belgium,” remarked in Janur 
one who had been closely associated with the Councils 
proceedings, “ it would have been easier to help her.” The 
heroic resistance of the Chinese troops outside Sh 
supplied the Belgian touch. Chinese political m s 
plucked up courage to appeal to the Assembly. ee y 
which had allowed itself to disperse in SP qidi 


disposed of, now showed unexpected vigour. wot | 
of non-recognition which the Assembly adopted ij yi 


i i i tion. 
i d with a kind of collective sane 
invested sof the Assemb f 


to ensure t 


v2 > . . . . n. 
to sit in permanent session t 
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he Japanese were being carried out. Meanwhile, the 
Commission, the one product of the Council’s 
merations between September and Christmas, had 

‘od in the Far East and has now, after a successful 
M atic tussle, entered Manchuria together with a 
finese assessor, Dr. Wellington Koo. : 

Taken together, these proceedings indicate the emergence 
ofa new technique for the working of the collective system. 
They may even point the way for the breaking of the 
deadlock in which it has been involved during the last 
twelve years by the conflict for priority between security 
on the one hand and disarmament and treaty-revision on 
the other. For the doctrine of collective non-recognition, 
coupled with voluntary economic sanctions put in force 
by the public opinion of the peoples most closely concerned, 
may be found to provide a weapon against the aggressor 
no less formidable, and therefore no less effective as a 
deterrent, than the more comprehensive military, naval and 
other measures from which public opinion in the English- 
speaking countries instinctively shrinks. On the other 
hand, the Lytton Commission is charged with a task which, 
in fact if not in name, involves a revision of existing 
treaties : for it is barely credible that, if it grapples with 
its task in a broad-minded way, its recommendations will 
tot include some modification of the legal rights both of 
the two disputants and of the other Powers. The Com- 


| Mission indeed has a historic opportunity: it may yet do 
} for the League of Nations what Lord Durham did for the 


Empire, and Lambton and Lytton may be twin 
| lames in t 


he pages of history.* 


Lytton Commission, in a preliminary report, records that, as 
590 Japanese troops in the South Manchuria Railway zone last 
there were, on April 30, 6,600 Japanese troops in that zone 
3 0 outside it, together with 85,000 men of the “ Manchukuo 


* The 


| liye, ce directed by Japanese officers. There were besides 
| ipanese th Police. These forces were opposed, according to the 


€ Chinese put the figures rather higher—by 43,000 Chinese 
Bign soe $, about 40,000 volunteers, and 52,000 bandits, The Com- 
Purposely refrain from comment at this stage. 
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But all this is still in the realm of a 
at this stage can forecast the pace at 
move. But their direction is clear fro 
economic forces that are inexorably at 
these for constructive ends, for the las 
Chinese people and their neighbours, Great Britain € 
the Marquis Ito suggested nearly thirty yearsa be hata 
part to play. For we are not only the oldest of the Wa 
Powers to have close contact with China. rs, e l 
political system which, in contrast with that of Te p | 
passed through what may be described as the cai my | 
period of efficient centralisation and taken on , a 
flexibility, inspired by an inner discipline comparable " 
though very different in its expression from, that whid 
constitutes the moral strength and cohesion of Chim, 
China presents the greatest political problem of our ag- f 
all the greater, and the more hopeful, because it js i 
essence not political but educational. To politicize Con: 
fucianism is to enrich the West without disintegrating the 
East. Only China herself can solve her own problem 
She is engaged in searching all things in the Western world 
She will assuredly end in estimating them by her om 
traditional values and in holding fast to that which is gol | 
But in that task, not of a day or of a generation, we of : 
West, if only we will recognise that the real meaning t 
the Far East for us is not trade but wisdom, ae | 
render helpful service. The first condition of or o 
is understanding : and the first condition of E re | 
is that the problem of the Far East should ee, nell 
issue in the minds of our statesmen and broug on i 
them, with all the resources of fact and interp! i 


6 -counti ae | 
their disposal, to the minds of their fellow beh ot | 


onjecture, X 4 
which ee 0 
ie Poli ad 
vork, 7 aya 
ting benefit of 


September 18 came like a thief in the night, oa 4 


ions and for ourselves. 
League of Nation ean 


could not have been foreseen, have 
chance. Let us not misuse It. 
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THE SHANGHAI STANDPOINT 


are of the fires died out of the sky over Chapei and the 
bombing and gunfire ceased, a bruised and battered 
Shanghai has had time to take stock of the damage and 
sort out its ideas of the future. 

The immediate visible damage has fallen mostly on the 
Chinese—the devastation of a huge area north of the 
Settlement, a big loss of life and the destitution of tens of 
thousands of the poorer inhabitants. The even greater 
invisible damage in the form of stoppage of business and 
trade has hit Chinese and foreigner alike. Its extent is as 
yet not calculable, though some indication is given by a 
drop of about 70 per cent. in the Shanghai customs 
figures. At the time of writing the Chinese shops have 
been boarded up for over two months, while the Chinese 
native banks—an essential cog in the financial machine 
Which carries the trade of the port—are still out of com- 
mission. “ Confidence” has been shattered and—most 


: j the five weeks that have passed since the nightly 
da 


seri ; : Cen: 
yg “Tous of all—a sense of insecurity utterly crippling to 


: trade is expected to persist after the present crisis is over. 
fe o for this expectation is that, quite apart from 
wo oee trouble, conditions before the crisis are 
ed to have contained the germs of a clash like the 
Eo aee people believe, a number of latent 
l the situation. The three generally mentioned 
“Ing the most important are the inadequacy of the 
Ee legal Safeguards conjointly with the Chinese 
Y towards organised anti-foreignism, the standing 
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ee The Shanghai Standpoing 
liability of having Chinese armies of unce 
stationed about the borders of Shanghai, eo alegin, 
of satisfactory working arrangements Ba: the abse 
national government of the Settlement and P © inte, 
government of Greater Shanghai. (Readers ott Chit 
Report on Shanghai * will remember a simile at 
points in the Judge’s discussion of the : Series gp 
“ security.”’) question y 
The general feeling about the risks of retu 
old footing is leading to various proposals. These falli 
two classes. The first is based on the idea of pro M i 
Shanghai by ringing it off from the rest of China, Te 
idea takes form in schemes for a “ Free City ” or an inter 
nationalised zone under the League of Nations, Iti 
fairly obvious that schemes so radical as this would becom | 
practical politics only if the political disintegration o f 
China were to reach the stage of chaos. The other classo | 
proposals aims rather at removing specific dangers. The 
idea is mooted of a Sino-foreign “ super-authority” over 
the whole Shanghai area to deal with defence and law and 
order. But more moderate opinion argues in this wie: |f 
“¢ We share the feeling about the present need for compr 
hensive reforms, especially those along the lines of the f 
Feetham Report, but Japan’s violent action has made it 
extremely difficult to put forward demands without 7 i 
appearance of exploiting the military situation for our 0 
advantage. This we are bound to avoid. mhr 
therefore limit ourselves to the bare essentials ae | 
giving Shanghai a reasonable measure of See, 1 
future armed clashes.” The difficulty is to car en | 
tials.” Opinions vary, but the following De it | 
tions are commonly brought up : the refor Da an ail q | 
court, demilitarisation in the Shanghai arti" = | 


= 


| 
| 


rning tote f 


; to” 
* Report of the Hon. Mr. Justice Feetham, Ce Streety 
Municipal Council. (Messrs. John Pook & Co., a 3 Septen 


—price 8s. 6d.) See also THE Rounp TABLE, NO: 


h 
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The Shanghai Standpoint , 
swith the Chinese about the “ extra-settlement area ” 
a Be abject dealt with in Vol. III of the Feetham Report). 
E isst arises partly from the behaviour of the court 
F joring the period of tension before the landing of the troops, 
eo members of the boycott societies which had forcibly 
ized Japanese goods were acquitted on the ground of 
gtriotic motive ; partly also from a general feeling that 
the court has from the start been under political control 
ind failed to dispense justice. The suggestion of de- 
militarisation needs no comment beyond saying that it 
nises formidable problems of military and financial respon- 


Otectin 2 i i 
i bilities. The third suggestion regarding the “ outside ” 


at 
a ae areas is justified by its authors as a step towards the re- 
Sy moval of a dangerous source of friction; in some people’s 
become , opinion, however, it comes rather too perilously near to 
tino | asking for chestnuts picked from the fire by Japan. 


xa These are briefly the safeguards which Shanghai believes 
3 Thy G be necessary for safety and the restoration of confidence, 
Can they, and how can they, be obtained? So long as 
iri there is a Government of China the changes involved in 
is wee: | these safeguards can only be brought about by voluntary 
compe | rement between that Government and foreign Powers, 
of the | “ce arrangements under duress are ipso facto rejected by 
madeit | embers of the League. They must therefore come, if at 
out the ill, as part of a mutual settlement between China and 
our om Japan, or else because the League (or some other grouping 
e must of Powers) raises the Shanghai issue as a distinct question 


y” over 


sapi Movght up on its own merits in the interests of world 
apit j ace and on account of its economic importance to all 
cah | a concerned. ‘The League Commission, when re- 
sug e y here, had its attention drawn to the Shanghai 
Chin! a eo and the suggestion has been made that it might 
Tce | Tbh < at, or immediately after, the proposed Round 
cyst i ine ee if the latter eventuates. 

enb f mistic the Chinese response one cannot be very opti- 
ber 1 i tha China at present is in no mood for concessions. 


= side is the undoubted fact that thousands of 
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The Shanghai Stand 
Chinese, including many men of 
anxious to see Shanghai put in a bet 
in so far as this can be done without 


point 
position, i 
ter POSition 7 ¢ 


ia 

Agreements with China for the better ooo of nation a j 
need not, however, be entirely one-sided P ot Skang fo 
self-respect might well allow her acceptance k China p 
issuing from the League which, coming fron EA fe 
quarter, she would unhesitatingly reject, anothe Fh 

For any solution of Shanghai’s problem the Sine gy wi 
is, of course, a peaceable settlement of the Sino, he E 
conflict. Concerning this Shanghai is not at the e 4 
of writing feeling hopeful.* A mutual settlement me i 
on Japan’s part a certain degree of withdrawal and al to 
China’s a certain degree of recognition of Japan’s gainsin | i 


Manchuria. Japan’s national pride has become so impli i 
cated through her initial military check that it sem f 
impossible for her to take the first step, while Chin, | 
flushed by the success of the XIXth Army, is equal 
unready to make any concession. The League Commis 
sion is working to build a bridge, but its bricks are the 
strawless bricks of unbacked persuasion and there is lt 
confidence in its success. The position is made wort | 
by China’s domestic differences, which are at presti 
barely concealed. Nanking and Canton are still ee 
ciled, while the Kuomintang and its whole nh 
government are becoming the object of a Cone 
Looking back to the causes of the crisis, men F 
variance of opinion concerning the be the Oe 
of fighting on January 28. A major par 
Sea = eon admiral, but a ae a 
to credit the Chinese XIXth Route Army 4 


elf, ań ant 
i i j its jo 
* As regards the military operations 1n Sans + Chines? Es 
agreement was signed on May 5, whereby, ee ; rake (0 
remain in their actual positions, the Japanese a 
draw, beginning within a week, to the Bee oe 
limited area outside. Japan has since an ae 
Shanghai, within a month, of all troop 

(See The Times, May 13.) 
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The Shanghai Standpoint 

come north in the rôle of a “ bodyguard ” for the 
e leaders) with hostile intentions against the 
f ational Settlement, though the supporting evidence 

foterD ae guspicion is slight. On the subject of “ war 
r suc A general, opinion is likewise not fixed. The 
iy at in Shanghai is inclined to look past the events of 
i a six months to the years behind when the trouble 
E radually brewing and when not a little of the provo- 
p of which Japan complains was suffered by all 


A | date alike. This does not, however, mean that 
nt | Japan is absolved for her acts of aggression, and the 
ls f “League ” aspect of the case has been kept well and ably 
of to the fore in the North China Daily News, the leading 
si} journal of Shanghai. 

pl, 


ems Shanghai. 
na, April 1932. - 
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INDIA : ORDINANCES AND 
REFORMS 


UR March article described the events leading y 

to the dénouement of last December and showed - 
the Government were determined to put down the sub 
versive activities of the Congress and, simultaneously, to 
proceed with the inauguration of the new constitution 
We propose in this article to review the more important 
events of the succeeding period, and to indicate briefly the 
reactions throughout the country and the progres 
achieved in the constitutional field. An accurate appre 
ciation, however, in correct perspective, of the constant) 
changing factors and the many conflicting interests, at such | 
a short range, is no light task. ‘‘ Delhi,” says the prover; | 
“is a far cry.” In many districts in many provinces life } 


: ‘ ; : 
ruption to its serenity, but for the most part little a 
on its immemorial way. To the local officer Sie i 
villager—and most of the people of India live 1 | 
—the Government of India appears remote, vaste | 
i ical signi in the day-to-day adm 
of little practical significance 1n the day a | 
tion of the country. Delhi, on the other ban® 
the winter months is the mainspring © 
es 5 
world, for, just as all roads led to Rome create ; 
go to Delhi, and perhaps on that acc i 
D 


eof 
; geo 
illusion that the country 1s gene 


rally on the ver oi 7 
l 
Thus the close observer of events may °i p 
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The Government and Congress ae 
reach conclusions too optimistic or too gloomy. 
second place, no sharp line of demarcation can be 
between the political and the constitutional posi- 
po he one reacts upon the other, and no real improve- 
oe F take place in the former until the latter shows 
E e tangible results. The longer the delay the 
: ficult becomes the prospect of a peaceful and 
honourable solution, and the situation is further compli- 
Ded by the economic depression from which India, in 
common with most countries in the world, is now suffering. 
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I. Tue GOVERNMENT AND CONGRESS 


; ONGRESS threw down a challenge last December 
which no government could ignore and attempted to 


A | impose conditions which no government could accept. 
y the Their avowed object, since the Government’s prompt 
pres repudiation of their pretensions, has been the paralysis of 
ppe | the administration regardless of the consequences of their 
aty | ation, either upon the well-being of the State or the 
such | personal freedom of its subjects. In taking vigorous 
yer, | Measures against them the Government of India has been 
sie | fighting the battle of constitutionalism against anarchy ; 
nter | and no government could adopt a different policy consist- 
gh | ety with a due sense of its responsibility. In spite, 
jth however, of having been worsted in the preliminary and 


lagen Succeeding rounds, the Congress persist in their familiar 
ad Ẹ Wrecking tactics. Their general scheme is to maintain 
sw p excitement at all costs, to keep a ceaseless supply of volun- 
wit? f ters for the « martyrdom ” of imprisonment, to defy all 
ial | bial orders prohibiting meetings and processions, and 
i’ | ‘exploit the conduct of the executive authorities, by fair 
tht | Means or foul, to their own advantage, whether as a means 

i : ‘nflaming feeling against the Government or for the 
d f s of propaganda abroad. Since our last article 
a0 | “Y have concentrated mainly on the celebration of anni- 
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India : Ordinances and 
versaries—Gandhi Day, North West Fro 
Independence Day, Martyrs’ Day, 
on flying Congress flags on public buildings al Wee 
economic boycott and Picketing, in which and ON ay 
success, especially in the city of Bombay, has ea ena 
Their trump card has been to provoke, 
with the magistracy and the police in the hope t 
untoward incident—an unfortunate death by firin 
possible injury of women or children—may be | 
a violent revulsion of feeling in their favour. oc 
whole, the celebration of anniversaries has met with k 
response and has disclosed the inability of the Gire l 
to maintain agitation on a large scale throughout the 
country generally. Here and there, local embarrassmen 
has been caused—a bonfire of foreign cloth on Independence 
Day in Bombay attracted excited crowds and led tothe | 
burning of a police station; on Gandhi Day bands of } 
hooligans in Delhi lighted bonfires of foreign cloth in the 
city, stopped tramcars and assaulted constables, The 
Frontier Day celebrations passed off without any seriou 
incident. National Week was celebrated from April 6 
to 13, and vigorous attempts were made to revive agitation 
Apart, however, from organised and violent rowdyism at 
Allahabad, and, in a lesser degree, at Cawnpore, and son 
intensification of activity in the direction of picketing F 
hartals in Bombay and Delhi, it aroused little a 
excitement. The events at Allahabad are notene | 
the deliberate attempt to win public support by oe j i 
accounts of the ill-treatment of Indian ladies, €P to be 
Mrs. Motilal Nehru. These statements were shown 
false. 


Reform, 


Ntier Prov: 
OViNcep),, 
and Nation € Dy 


ipdictii®: 
The Government have been vigorous but not 
Their policy has hitherto been successful an o rative W 
many parts of India show a return to e 10 vat | 
mality. There has been a welcome respo. = e 
quarters and loyalist organisations have 


Se n 
; oners 4 
in the provinces. Governors, commissi 
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The Government and Congress 


NX crates have done much by holding durbars and public 
7 mgs s to rally the more stable elements to their side. 
KE uential group of members of the Legislative 


1 i enbly and the Council of State has organised an Indian 
s5 


tab a 

a iion League on a non-communal and non-sectarian 
| ; : : ; 

nig tai, with branches in each province, with the object of 


Dominion status for India by constitutional 


Some taining “yea : Bt 

a | Res, and by the mobilisation of public opinion against 
ad vlessnesS and terrorism. ‘The ruling chiefs with one 
1 the | accord have approved of the measures taken by the Govern- 


ment of India, and in loyal communications to the Viceroy 
hve made it plain that they will tolerate in their own 
States no interference on the part of Congress emissaries, 
The Government, by seizing the initiative from the start, 
dence | now have the civil disobedience movement well under 
othe f control, though any relaxation of effort would bring 
ds of | about a rapid deterioration of the situation. Prosecutions 
inthe | aredeclining in number, government revenue is coming in 
The } satisfactorily, even in Gujerat, the stronghold of Mahatma 
eow | Gandhi, and resignations of office are almost unknown. 
pil 6 | The deliberate policy of Congress in fomenting trouble 
ation | and disaffection in rural areas has met with comparatively 
smat | little success. In the cities, demonstrations and proces- 
‘som’ | sions have, for the most part, failed to keep excitement 
gall | atthe desired fever heat, and the numbers attending them 
ene | are steadily decreasing. The sequestration of Congress 
ly it © funds, the more adequate control of the press, the arrest 
erated ) of the leaders and offenders generally, and the policy of 


t the 


eciily release on tendering apology—a concession of which many a 
tol | “© not slow to take advantage—are factors which have, i 
= toa large extent, weakened the power of Congress. a 
ict | Attempts, however, to make capital out of the methods $ 
ea x the police and the alleged ill-treatment of women are H 
Ze “quent. In this way incidents, trivial in themselves, 

si | ‘ten obtain undue importance from the prominence 
Ee, | act to them in the nationalist press, and from the . 
ist \ “Mporary excitement exhibited in the legislatures— E 
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central and provincial—where baseless char ; 
infrequently made against executive officers s ate ny XN 
taken by the police in India is actually Jess De actin 7 
that of the police of Western countries in dete thay 
riotous mobs. Casualties are comparatively pe With 
so-called Jathi charges—i.e., the dispersal of Re the | 
crowds with cudgels and sometimes with sticks Weng f 
ordered in the last resort and after the police ie a | 
stoned, abused and insulted by defiant mobs. The a | 
tude of Congress is indeed hypocritical: for both they and | 
the revolutionary party have been quick to take advantage 
of the position of their women supporters. - The terrorists 
have deliberately appealed to women to join the movement 
and to commit murders, while the Congress leaders advise 
the placing of women and children in the forefront of 
their demonstrations in order that they may gain a tactical 
advantage if, in the unavoidable resort to force, injury is 
caused to such defenceless persons. The real truth is that 
officers of government have used the special powers com | 
ferred on them by the ordinances sparingly and with strict f 
regard to the necessities of the case. The police, k | 
they have been compelled to use force or to fire, have, : 
the most part, behaved with exemplary noe k 
when dispersing mobs, as far as practicable, etac 
women and children and keep them 1n safety. Fer | 

In one direction only has the Congress policy By F 
any ‘substantial success—and even oh a el att 
estimate its exact measure, owing to veh acods is owt i 
depression. The silent boycott of British § the slop | 


i i mme, an 
in features of their progra 
Se Secret persu 


forms 


asion 4 


& Indian” proves attractive. votes | 
ae : too strong for many, is I 
fear of social boycott are too Bee Cate | 
though out of sympathy with the me orton eal | 
gladly confine their purchases as far as pos a reset 
goods. On the other hand, there 1s aS PB caused 7 
at the interference with ordinary o al statio 
picketing; andits spectacular extension 
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+ offices, banks, chemists, shops and petrol stores has 
5 


] Dot 


tin j. jA advanced their cause. In the eyes of the Congress a 
= i peal economic boycott is a very powerful weapon and 
; sary seh ; ; 

vith | ‘he “surest, means of bringing the British Empire to its 
the ec » in a comparatively short time. The Viceroy in 
tlem |, recent letter to the Western India Liberal Association 
Only f wrote: 

been The Government have abundant evidence that those responsible 
att. fp for the present civil disobedience movement are pursuing the same 
yand olicy as in 1930 and, further, the boycott of British goods is being 
ntage ased not as a political weapon but as part of a general policy to 
one cripple financially the Government of India and Great Britain. 
jt, in fact, is an outstanding feature of the movement, which is 
ment designed to subvert the Government and which is prejudicial in 
advise the highest degree to the maintenance of law and order. As such 


ot of jt is essentially different in purpose and principle both from the 
campaign in England in favour of British goods and from a genuine 


a economic industrial movement in India in favour of Indian industries 
pursued by constitutional means. 

s that 

eS In Bombay the effects of this policy are particularly appa- 
stut | rent. In addressing the Legislative Council the Governor 
whet f severely criticised the policy of a section of the mercantile 
re, for community in supporting the Congress movement. “ There 
and ae signs,” he declared, “that Congress activities are 
h the driving business from Bombay to other commercial centres, 
«ef and when the tide turns, as it must turn, there is danger 
a that we should find Bombay, which has so often claimed 


to be the first city in India, passed by the returning flood 


r ' oip Tosperity.”” The Congress claim to control and 
j i Tegulate business. The stock exchange was closed alto- 
a | lesa A ime, The cloth business has been seriously 
chess | dealings 3 he Cotton Brokers’ Association decided that 
g | uy en cotton should be allowed for the months of 
„ih Producers ugust in the interests of the agriculturists and 
snes! | en and that business should be resumed for three 
ed YT efect eee Congress thereupon issued leaflets to the 
tio |} tty alia | Congress permitted ” these transactions, and 


aid down as conditions “that commercial and 
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insurance firms and banks which were against the: 
of the nation should be boycotted, and th pe Intereg 4 
chants should not take part in the export k: cott tie. f 
have also tried to enforce restrictions upon ee fy 
foreign watches and clocks and, in view of the ge mpoto FE 
of business houses, have graciously been pleased aa | 
them until the end of April to clear, Aiter Rive f 
picketing will be imposed. It is indeed deplori date 1i 
the mercantile community of Bombay has mixed u p 1 
and business and has tamely submitted to this m ties f 
which is at least a contributory cause of the diminutione | 
Bombay’s trade. S 

We may now supplement this general account witha 
brief reference to affairs in the provinces. Conditions ar 
fairly normal in Madras, the Central Provinces, Assam, 
Bihar and Orissa, and most of the districts of Bombay, 
There has now been a great improvement in the United 
Provinces, where the no-rent campaign appears to have 
been scotched. Attempts may be made to revive it in 
the slack agricultural months of May and June, but thee | 
is little prospect of success. 

In the Punjab the civil disobedience movement 1s well 
under control, but there has been considerable communalten: 
sion due to the Mahomedan’s uncertainty about the w | 
West Frontier Province and Kashmir, and their a | 
claims as regards the new constitution. The more ar 
Sikhs also—the Akalis—are inclined to throw 1m oe 
with the Congress. The grievances, ae Actin T 
Mahomedan subjects of Kashmir are being redre vated | 
is being taken on the report of the conte Pi Reo | 
the Maharajah to enquire into them, and the a repres J 
Conference is likely to recommend substant! ; 
tion of Mahomedans in a State Assembly. + Frontie po 

The outstanding event in the North Wes asa | 

Set ee ‘on of the province ato 
vince has been the inauguratio sige a 
nor’s province instead of, as pee ai Gover | 
directly under the Foreign Deparim 

= BO. 


cforms 


= 
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The first elections held in the province were 
ntested. Nowhere in India is the political baro- 


India. 


(of0) 


| keenly more liable to rapid change than on the Frontier, and a 
Th Fs drop from set fair to stormy, or equally a sudden 
Ort of sul 


the opposite direction is not an uncommon feature. 


Mens f nse A is thus need for constant vigilance, and prophecy 
a L put there is a widespread expectation that the people 
ate jg 10% 


he province will be gratified and Moslem feeling in 
, i A whole considerably relieved by this prompt carry- 
In Pio practice of the recommendations of the Round 
Tible Conference—the more so as the new constitution is 


ities 
ercion, 
tion of 


only a brief novitiate. This province will also participate 
witha | inany measures of reform which may be extended to other 
nsare | governors’ provinces. The situation has had its dangers. 
Assan, , The elections and the release from prison of a number of 


ombay, f Red Shirts led to some recrudescence of Red Shirt activity. 
United | At Charsadda and Mardan voters were intimidated, loyal 
o hae | people were assaulted, attempts at obstruction took place 
eitn | md bands of Red Shirts had on several occasions to be 
t there | dispersed by force. The tribal area too has given ground 

for some uneasiness and there is no doubt that Congress 
iswel | and Red Shirt emissaries have been inciting the tribesmen 
nalte | to open rebellion: at one time Mohmand intervention 
North | seemed likely, but wiser counsels prevailed following upon 
spetil | aerial demonstrations. At present this particular danger has 
xtreme | passed and the omens are favourable. The operation of the 
heirt ' Frontier Crimes Regulation has now been suspended as an 


of the. experimental measure for one year. . 
Action In Bengal the civil disobedience movement proper 1s 
ted by f making no headway—and, indeed, is on the down grade. 


But it is impossible to speak with such hopefulness about 
‘etrorism—the special feature of this province. The das- 
tardy attempt on the life of Sir Stanley Jackson at the Con- 


jer Pt ! cation of the Calcutta University aroused widespread 

a In i . ss ned 
re i pepton, and the terrorist movement has been con 
strat Mned in unequivocal terms both in the Legislative 


‘sembly and the Bengal Council. But acts of terrorism 
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continue. The poison is extending to th 
the outrages planned by the revolutiona * Schools 


Reform, 


; and 


TY par A 

confined to Bengal. Among recent crimes aan Tene gn 

be attributable to revolutionary inspiration fa eat hy 
7 ayabe 


tioned the murder of a sub-inspector of 
Orissa, a post office robbery in Calcutta, attem 
robberies, and the murder of a mail sorter ae i at 
train near Allahabad carrying two lakhs of ry Pg 
money.* The Government of India, with a view to st 
thening the hands of the Bengal Government, have Teng. 
an Act supplementing the Bengal Criminal Law An 
ment Act which permits the arrest and detention withont 
trial in Bengal of persons suspected of Participation jy | 
revolutionary crime. The supplementary Act provides that | 
such persons may be detained in prisons outside the limitsof 
Bengal, and it is hoped that their removal will have a salu- 
tary effect. But terrorism remains the most difficult and 
the most important problem confronting the new Governor, 
Sir John Anderson, and on its successful solution in large 
measure depends the future prosperity of the province. 
It is, then, apparent that, with the exception of the boy- 
cott, which may, perhaps, defeat itself through the natural 
operation of economic laws, the wrecking tactics of Congress 
have been unsuccessful. Yet there is no sign of any rea 
ness on their part to admit defeat or to resume co-operation 
with the constitutionalists. The reason for this a, 
gence would appear to be the belief that their Bee: 
merely being driven underground by the policy 0 


Pas Men. 
Police in R; 
Bihar ma 
train | 


Enger 
pees Of railw 


' ppaired. l 
ment and that their real strength is not seriously ne 7 
Admittedly the Hindu community as 4 whole a ae ate 
to their political programme, as distinct from a | i 
they have now adopted. Indeed, his dislike ot emro a iy 


t 
ee any 07 


and his failure to § piad 


islation and ordinances : 
legisl ) ae disposes the 


ward sign of progress in the reforms, a 
pot bya f 
as, the collector at Midnapore, w Me peddi, 


* On April 30 Mr. Dougl Senta predecessor, 


Bengali youths ; it will be remember 
_ was also murdered. 
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i athise tacitly with the Congress, even when he does 


TAE, i far as open support. The Congress organisation is 
t g pot 8° f broken and some of the wealthiest members of 
to adn community supply generous contributions. 
n f the sa the Congress know that the ordinances will soon 
: | fre a hope that this will give them a fresh lease of life, 
oP ven they expire a certain amount of political tension is 
ay igevitable—and this will supply an atmosphere favourable to 
Mi ie prosecution of their plans. They have accordingly deter- 
el | mined to hold their next session at the end of this month 


d f at Delhi as a demonstration of strength, despite the pro- 
hibition of Government and the proclamation of the recep- 
in | toncommittee asan illegal association. There is no intention 
wt | ofconsidering the possibility of resuming co-operation, for 
of | theacting president of the day has declared the object to be 
lu: f once more to proclaim complete independence as the goal 
nd | of Congress, to endorse the resolution relating to civil dis- 
o, | obedience passed at the last meeting of the Working Com- 
ge | mittee, and to reaffirm that Mahatma Gandhi is their sole 
| tepresentative and spokesman. Mfrs. Naidu, the acting 

y- | president, has been served with a notice not to leave 
ral | Bombay and has been sentenced to a year’s imprisonment 
es | for disobeying that order. Pandit Madan Mohan Malaviya, 
di- who has been active in urging Congress to hold this session 
on jm spite of the Government’s prohibition, and who is the 
s- | atng president elect, has been arrested for defiance of 
tis ' orders served upon, him, and so have jathas of Congress 
| Pporters from the Punjab and many local Congress leaders 
n Delhi.” In so far as this advertised defiance of Govern- 

ooe is aimed at kindling the dying spark of 
t ae the active prosecution of civil disobedience, 
Were to dec] ely to have much success; but if Government 
| Cate clare the Congress as a whole an illegal association 
i impracticable course) the result would be an 

An attem . 


w E a 
AN 
ES 


Pt was made to hold the Congress in Delhi, but proved futile, 
mere ~be Participants were arrested on their arrival, and all 
10ns were broken up by the police. 
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immediate swing over to the side of 
persons who are now opposed to its 
are neutral. 


forms 
Congress of $ 
present metho af 
The extent to which political sympathy is pi | 
gress is well illustrated by the line taken in haa t0 Cop, 
Assembly during the spring session by a aa CBtslatine. 
bers of the Nationalist and Independent Parties, Th. 

the proceedings of the Assembly were dull, protra hough 
devoid of incident, they afford a fairly accne pe 
important phases of Indian public opinion, Pat = | 
ferences and intrigues and the bad parliamentary a, 
the Opposition enabled the Government, with the ted 
their nominated members, to secure a majority on practical 
all important issues, but this should not obscure the import 
ance of the views expressed by many Hindu and a few Mo 
lem members about the treatment of the Congress, Fow f 
definite points were made and they have also been mate 
by individuals and associations outside the legislature- 
namely, (1) that government by ordinance is most unde 
sirable and at best a temporary expedient, (2) that while | 
terrorism deserves the severest condemnation, the preset 
policy of repression is inconsistent with the avowed polig | 
of progress, (3) that the ordinances being limited in durt: 


; ó . : itution 
on their expiry, and (4) that no discussion on consti 


9 2 icipation of th 

reforms can be satisfactory without the participa na 
i ited political party ™ 

best organised and most united p Ie a8 Na 
the Congress—or, in other words, as ae vats nth 
Gandhi is in jail. The short answer to t ee ieni 
everyone dislikes ordinances, but when Congr 
i i freedom of the people, 
interferes with the freedom ; 
lives and property, and substitutes 
tutional political activities, Governmen 7 
ever measures are necessary to La a Tn 
last year, declared the Leader of the oat art 
a record of patience and forbearance 2 gecul? 
Government, who did all in their P 
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ntation of Congress at the Round Table Conference, 

ir co-operation in framing the new constitution of 
Eee ough Congress preferred the barren way of non- 
jodia. ation, the Government have maintained their 
mination to carry out the policy laid down by His 
at y's Government for India’s constitutional develop- 
ee The ending of the present deadlock is thus in the 


hands of Congress. 
II. Tue REFORMS 


N acceptable and early solution of the constitutional 
IN sce will mark a definite turning point in the political 


7 struggle. It might detach the right wing of Congress 
our f 


and should win over the neutrals and consolidate liberal 
opinion. But there is bound to be an irreconcilable 


“remnant, as in Ireland, which will, no doubt, take heart 


from the recent utterances of Mr. de Valera. In the past 
three months, suspicion and distrust have been general 
owing to the delay in the translation of abstract principles 


_ Into concrete realities. The opinion was widely held that 


these interminable discussions are merely a dodge to post- 
pone reforms. After the first flush of enthusiasm for 
federation, the Princes seemed to be repenting of their 
tarlier acquiescence. A strong body of opinion amongst 


` them was definitely opposed to it—and this fact in itself 
@ "sed speculation as to future constitutional develop- 


Ment should the principle of federation be abandoned. 
nee Politicians in British India are not enamoured of it, 
T i €y apprehend that through the constitution of the 
i eral Assembly it will operate injuriously to the interests 


vue tees. In the Assembly there were two schools of 
gnt ; 


i tion 7 © eg oge 
i ae Provincial autonomy with responsibility at the 
| tre € Should be conceded, since federation was an ex- 


Me . . 
s complicated business, and since there was danger 
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of the indefinite postponement of pravi ON 4 
and central responsibility if they were to be ono 2 
on the prior determination of the details of a d 
On the other hand, the demand was made thatthe ci a 
ment should indicate what line they would an Over. | 
principle of federation were shelved—would hy. Ethe f 
to the Simon Report, with the modifications su 
the Government of India in their despatch on that re wE 
The position was further complicated by the i, | 
the Moslems, who have been in sullen mood. Ap anahss | 
of their feeling seems to show that a very small secti | 
supports Congress; that a second and more power | 
section, equally distrustful of the Congress and of the | 
British, is in favour of direct action, and that the third 
section, also powerful, with whom Maulana Shaukat Ali 
has definitely thrown in his lot since his return to Indis, | 
desires an Anglo-Moslem alliance. 

The executive committee of the Bihar and Orissa Moslem 
Conference passed a resolution that as the Government had | 
not yet accepted the Moslem demands and as the communi 
problem is still unsolved, the All-India Moslem Conference 
about to meet at Lahore should declare a complete boycott 
of the Round Table Conference Committees and draw " 
a programme of direct action for the E is 
Moslem demands. Though the better Mo ec | 
was opposed to this policy, it had consi e 
and the Lahore Conference might have os «Bit 
Fortunately, a decision was postponed, Dae -ommuni 
Government had just undertaken to deci Pg” 
issue. Resolutions were, however, P lg j 
if the Government’s decision on the os 
was not announced before the nee ee cea 
executive board should then be hel n at, as the 8 

- a programme of direct action, oe “a Fei Confer? 
federation propounded by the ee 3 
was likely to involve considerable delay, 
: i ioninallthe prov" 
simultaneousintroduction1na 
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yincial autonomy should take place while the details 
| of pr federation scheme were being explored and worked 
: E oat the announcement of His Majesty’s Govern- 
cn Pe to which we shall refer shortly, was responsible for ‘ 
the | jhe more moderate tone of the resolutions, there was no 
sition to compromise with other communities. In- 
iby | geed, the Moslem demands put forward at this conference 
rt) o beyond the fourteen points which previously embodied 
cof | heir requirements, and the proceedings of the conference hs 
Isis | woked a vigorous protest from the Hindu members of the 
tin | central legislature, who stand firm for joint electorates. oa 
ful | They hold the Prime Minister to his declaration in the 
the | House of Commons in January, 1931, when he condemned 
hid | , communal electorate and all its implications, and they 
All p ecall the fact that the British Government and the Govern- 
dia, | ment of India are already bound by minorities guar- 
_antees and treaties as members of the League of Nations. 
sem | Amongst the depressed classes a split has now occurred 
shad | on this question of joint or separate electorates. The 
wml | Working Committee of the Depressed Classes Association 
passed resolutions against the group system of voting and 


ection, and in favour of joint electorates with reservation 
vit’ | of seats on a population basis. This resolution appears 
t o | © be due to a pact between Mr. Rajah and the Hindu 
sien Mahasabha, and it has been approved by the Hindu and 
Pa Sith members of the central legislature and other Hindu 5 
A laders, Amongst the depressed classes themselves, feeling a 
a i "strongly divided, many contesting the claim of Mr. Rajah f i 


i E a tesent them and offering allegiance to Dr. Ambedkar, 
Lever aig on separate electorates is as strong as 
egs 1S pact with the Mahasabha means in reality an 
Won, o2 of strength to the Hindus, and may have repercus- 


ching ‘Mon 

ned i he tn communities also. 

renee ce what with general suspicion and distrust, com- 
e ant tive Icker ings, electoral controversy, Moslem sullenness, 


fy, _“™Ongst the depressed classes, Congress stead- 


Non- : : z 
: pn co-operating and the Princes uncertain about 3 £ 
587 EN 


. 
à 


CC-0. In Public Domain. Gurukul Kangri Collection, Hari 


enee Sa 


Soe a eas aS 


i wn Wi tsi 
federation provided that the a2 a jollowi8 n 

i O AAAA 
bility for securing guarantees edie 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


India: Ordinances and Rem 
federation, the constitutional sky was ove; Ms 
outlook gloomy. But the clouds are slow] a and th, 
and there are welcome signs of better weather a aay, 
place, the decision of His Majesty’s Government the firs 
the communal question has had an excellent offe tO settle 
Consultative Committee have before them for mn ‘he 
in addition to this question, a number of problems ati, i 
over a very wide field, such as fundamental hee 
allocation of functions as federal, central or crore | 
the division of legislative powers between the centre a 
the provinces, the composition, strength and procedure 
of the federal legislature, defence, financial Safeguards 
provincial constitutions. On the communal question, i 
which was discussed informally, the members reported | 
that they could reach no agreement and recommended that 
His Majesty’s Government should be asked to decide it 
as early as possible. His Majesty’s Government have since 
declared that they realise the responsibilities involved in 
this undertaking and will not fail to discharge them. They 
are engaged in a careful examination of the difficult and 
controversial issues involved, and it is their firm intention 
that there shall be no avoidable delay. ‘This announcement 
has been well received. The Hindu, Moslem and Sith 
protagonists are now enga ged in mutual rect es 
determined on no compromise, and itis too much n i 
that the British Government’s decision ee a i 
to all parties concerned. But until that a A 
made—and it will be the occasion for anot o 7 
matters must remain in suspense. ae provi 
governor’s province in the North ae a oubtedly H 
and the developments in ce ani 
a steadying influence on the Mos eee iy tte au 

The situation has been further clarified DY. 


he we fhe 
iht f 
: to join 2 
decision of the Chamber of Princes Mer ; 


(x) that necessary safeguards will be € 
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wn; (2) that under the constitution their rights 
ae tics, sanads, or engagements will remain inviolate 
under ‘olable ; and (3) that the sovereignty and internal 


a l i pendenee of the States will remain intact and be pre- 
Th A and fully respected, and that the obligations of the 
tion A cee to the States will remain unaltered. No agreement 
ging pas yet been reached on the numerical representation of the 
„the | States in the upper chamber, or even as to the expediency 
ncia, | of establishing a bicameral federal legislature. These, : 
cand | however, are minor points compared with the bigger ques- 
edure | tion of the unanimity that the Chamber has secured. Lord 
bards, Willingdon in his recent address to the Princes made it 
stion | clear that there would be no tampering with their treaty 
orted | rights, that the Crown would continue to discharge its 


Uthat } obligations to the States; in short, that paramountcy 
ide it f would remain paramount. The Princes’ fears, therefore, 
sine | are largely discounted, provided they in their turn as 
edin | zealously discharge their obligations to the Crown and to 
Thy | their own subjects. As a result of this decision, the con- 
tand | stitutional outlook is distinctly brighter. 
ention Thirdly, much of the spade work of the Committees— 
ement | States, Federal Finance and Franchise, has been completed 
| Sih | and most of the material necessary for constructing the 
seh | constitutional edifice has been collected. The reports 
expel} of these Committees will, in due course, be submitted to 
pube | the Consultative Committee. That Committee will then 
nent Teassemble in May, and complete its work. The Franchise 
Committee has been faced with an exceptionally difficult 
task in elaborating the frame-work of future electorates. 
As Lord Lothian has pointed out, if the democratic system 
8 to be successful, it must produce a legislature repre- 
“ntative of all classes and sections of the people, able to 


r maintain a stable executive in office and containing sufficient 
: 2 } 7A and women of experience and ability not only to man 
Tii “ciently the various Departments of State but to provide i 
o Go PPosition supplying a competent alternative to the 


ernment policy. In a recent speech he foreshadowed 
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a unanimous report on the more funda 
India, as a rule, less importance is attached to į Issues, if 
spade work of this character than to spectaci i Aa ; 
platitudinous generalisations. But the fact ab, and Often 
problems are being tackled in a practical mun Concrete 
they must be solved before the constitution m tha 
into final shape, is now more generally appres AN | 
public men are abandoning their earlier susie and 
dilatory tactics. Thus steady progress is bene an | 
and the position is more encouraging than seemed oat | 
only a few weeks ago. But it cannot be too stron i 
emphasised that the need of the moment is prompt dein 
on outstanding problems and the speedy translation int) 
practice of the undertakings that have been given, 


ILI. Tue BUDGET, OTTAWA AND OTHER MATTERS 


O account of Indian affairs during the period of our 

review would be complete without some brief refer- 
ence to the more important proceedings of the legislature, 
In his budget speech the Finance Member reviewed the 
financial and economic position of the country. us 
depression and internal political troubles, of course, a 
seriously affected his calculations, and the Bae 
greater and the receipts lower than he had ee f 
But the budget will be balanced by April, uae “ai 
present financial year, 1932-33, is eons wees 
a surplus of about two crores. The Pe se Mena 
in many respects, encouraging. As the rina 
put it :— 


: pt well mi? 
We have in the past year ridden a storm which T 

ruined us, but we have emerged from 1t stronge! vel W 

have overhauled our expenditure and reduce ee a 

should leave us a margin of revenue Ha i a ems i e] 

begins, and at least substantially an t . = a Whi 

start of the new constitution. Difficu 
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in to be overcome and tasks to be accomplished. If the Indian 
ae would co-operate in a common effort with Government, this 
bli e done more surely and more easily, but we are determined 


c reductions both in military and civil expenditure 
have been effected: largely with the assistance of retrench- 
ment committees of the Assembly, but taxation, especially 
income-tax and customs duty, is now, in the opinion of 
many, at SO high a level as to bring in diminishing returns. 
The pay of the public services has been reduced by 10 per 
cent. and the high officers of State have voluntarily sur- 
rendered a substantial proportion of their emoluments. 
The railway budget is, of course, distinct from the general 
budget, and lack of space makes it possible only to mention 
the deficit of 947 lakhs, which is anticipated for 1931-32, 
instead of the usual contribution of 5 crores to the govern- 
ment revenue. In the course of the budget debates the 
whole field of the administration was reviewed. One of 
the most interesting demands voted was the subvention of 
one crore to the North West Frontier Province on its 
devation to the status of a governor’s province, as it has 
never been—and cannot be—self-supporting. Provincial 
patriotism always looms large in India, and it is not, 
therefore, surprising that much interest was shown in the 
proposals for the creation of an Orissa province and the 
separation of Sind from Bombay. The spirit seems in- 
fectious, and demands have now been put forward for the 
establishment of a separate province of Oudh. On the 
eee of the separation of Burma the feeling in the 
ieee was that the wishes of the people of Burma were 
Reset consideration, but difficult financial pee, are 
n = sees Finance Member advised, and t es oe 
na ed nis advice, that both sides should approach t a? 
al ee of give-and-take with the object of ack n 
would or the Indian taxpayer. An impartial tribuna 
adjudge the question and members of the Stand- 
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India : Ordinances and Reto 
ing Finance Committee would be associ mee 
inquiry. ciated with th 
The very important announcement 
of India would be represented at th 
gave rise to some suspicion in the Assembly that ‘mn 
device to commit the Government of India to 1S Was. | 
of the principle of imperial preference, a polic acceptance | 
many Indian politicians are opposed. The ae Which 
the agenda of the Conference is, of course, the ion 
of the policy of trade agreements between the dee 
countries of the Empire, and the Government of India he 
been invited in particular to consider whether, Fi 
regard to the new tariff policy of His Majesty’s Govern 
in the United Kingdom, Great Britain and India should 
enter: into a tariff agreement embodying a reciprocal pre- 
ferential regime so designed as to benefit the trade of both 
countries. The Assembly was satisfied with an assurance 
that, if the conclusion of a trade agreement is recommended, 
any changes in the tariff which it may involve will be duly 
placed before the legislature for its approval, the Govern- 
ment having no desire to effect any such change unless the 
legislature is satisfied that it is in the interests of India. 
Another important announcement related to the position 
of Indians in South Africa, and the results of the recent 
mission from India led by Sir Fazl-i-Husain and Sir on 
Corbett. Want of space prohibits any mention of oy 
but the statement has been well received in the es 
press and by Mr. C. F. Andrews. The pee 
legislation was heavy and some contentious ee a 
brought forward, but two only, other than i acl need 
Supplementary Bill to which we have already aadi 
be mentioned—the Sugar Industries Protection showt 
Indian Air Force Bill.. The former is Ho a of the 
the strong feeling of Indian public men nA 


that the Govern 
e Ottawa ‘C ent 
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on behalf of Government. The significance of the 
Force Bill was not fully realised by the majority 
official members, for it seemed to be no more 


h the measure ; 
jndian Air 
B gf the 000° 
Tence 
Wasa f 
tide | Pe sre for India. Indians are not eligible for admission 
Which 3 the Royal Air Force and the establishment of their own 
EM on air force marks a big step forward in the problem of Indian 
USsion j and the Indianisation of the Indian military machine. 
ferent 
a have 
having 
nment 
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I. TARIFF AND Quora 


HE tariff continues to be the outstandin 

British politics. On February 29 the Im 
Bill became law, in substantially the same form as when 
was first introduced. One or two changes were mae 
the ** free list,” and it was this part of the Bill which gaye 
rise to the most interesting discussions at the committee 
stage. A group of Conservative Members of Parliament 
moved to add lead and zinc to the list, on the ground that 
advantage was likely to be taken of the duty by the combine 
that virtually controls the Empire supply of those metals 
to raise the price against the British consumer ; they were 
pacified, however, by the Chancellor’s assurance that the 
matter would be brought before the tariff advisory com- 
mittee at the earliest possible date. On the other hand, 
44 Conservatives voted against the Government on am 
unofficial and unsuccessful amendment to remove mert 
and bacon from the list. The question of taxes on food 
is one which unites perhaps more firmly than any = 
Liberal and Labour parties in the present House. =" 


i vyernment— 
e largest votes yet recorded against the Go 
of the larg if & sered first on 4 


o per cent. 
second of 


g issue of | 
Port Duties 


duty all foodstuffs for human consumption, and 
a motion to omit wheat and meat from 
an amendment, introduced later as part of an sro ist 
authorising the removal of articles from eee A 
the recommendation of the Advisory oes : aho hit 
issue a number even of the Simon Li z fo i voted 
accepted the necessity of protection in som 
against the Government. 
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He authorisation to differ has been fully exercised by 
K” as pledged to general support of the present 
 covernment. In the third reading debate, Mr. Isaac 
oot, Secretary for Mines, made a furious onslaught on 

Fhe Bill, protesting that it would “‘ raise the cost of living . 
poorest of our people,” add to the costs of produc- 
| on and increase unemployment, and that it looked in the 
fong direction, that of self-sufficiency instead of inter- 
| jational co-operation. By contrast, Mr. Chamberlain, in 

tes | his final speech, declared his belief that the historian of this Š 

oiod “will applaud and admire the courage and the 


to the 


foresight of this country in shaking herself free from her 

4 . . : 
a past troubles, and in taking up a new career hand in hand 
e : ; z 

; with the sister countries of the Empire.” In the House 
ent | ; ; 
N Lords, Viscount Snowden uttered a vigorous and com- 
a prehensive attack on the measure. 
tals Is protection (he asked) serving the interests of protected countries 
oa better than free trade is serving the commercial interests of this 
T country ? There can be only one answer given to that question by 
ie hard and irrefutable facts. ... This Bill will pass. As Mr. Chamber- 
M- lin said, arguments will then pass into facts, and that, my Lords, is 
nd, our satisfaction in this our temporary defeat. Facts and experience 
an will finally settle this question. Free trade is not dead. There 
eat ae far more free traders in the country than there were three 
va months ago, 
the Whether that is so or not, free traders who voted 
4 “ + . . 
‘yo National” in the general election doubt Lord Snowden’s 


t- Powers of political prophecy, for in a broadcast address 
during the election campaign he assured “anxious 
iberals ” that there was no danger of general protection. 
The Liberal and Labour press is making a good deal of 
Play with the pre-election pledges of members of the 
overnment, especially those relating to food duties. 


A oe ough the historical tradition of the radical parties, 
a a “Yon more rational grounds, a tax on wheat goes specially 
vel et the grain for them. Surprise was felt, therefore, 
te 


support given by Liberal Ministers, who had differed 
their colleagues over the Tariff Bill, to the Bill 
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establishing a quota for home- 
introduced immediately afterwards ; Sir H 
has revealed, however, that their consent ea teed 
before the “agreement to differ” on th ee t 
was concluded. It is true that the Wheat pes 
subject the grain to an ordinary import duty bist do 
for a levy on all wheaten flour in order to ce £ 
price of 45s. a quarter to British growers of Wheat : h 
it is bound to operate in some sense like a protect pe 
The subsidy is only to be given ona limited eee wa 
production, and receipts and expenses are to bala 
whole scheme being administered by an independent when 
commission appointed by the Minister of Agriculture to 
represent the interests concerned. It has been criticised 
on the ground that, while protests are constantly heard 
about the usurpation of judicial and legislative functions — 
by irresponsible officials, the fixation and collection of a 
tax has been entrusted to a body which is only remotely 
and indirectly responsible to the electorate. On the basis 
of present prices, the sum which will have to be raised 
annually by the levy is reckoned at roughly £6,000,000. 
This is considered by opponents of the measure, among 
whom Lord Astor has been one of the most prominent, 
as an extravagant amount to spend upon a bare 4 per cent 
(by value of output) of our agricultural industry—4 section 
of it, moreover, which is indifferently suited to our Ba 
Supporters of the quota, on the other hand, ea 
wheat cannot be considered by itself, but should be tt n 
as a “key” crop in a vital rotation. As, LN 
oy 7 ‘nued—at least WIR 

sugar beet subsidy is to be continue ainst it 
commission is investigating the case for and agi 20,000 
at an estimated direct cost in 1932-33 of e nd 
which together with a difference between sent ot 
excise duties will probably make the total ae arable 
£5,000,000, there can be little doubt T s ba P 
farmer, especially in the eastern counties, 
ticularly favoured. ; 

The Advisory Committee se 
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ies Act was forced to hurry by the prospective expiry 
he Abnormal Importations duties,” which were imposed 
oft ix months only. The Committee’s first report was 
Pia on April 20, the recommendations being brought 
F force by Treasury order on the following day. Their 
satutory terms of reference authorised them to propose 
„dditional duties on goods of any class or description not 
on the free list, which, in their opinion, were “ either 
utiles of luxury or articles of a kind which are being 
roduced, or are likely within a reasonable time to be 
produced, in the United Kingdom in quantities which are 
substantial in relation to United Kingdom consumption ” ; 
they were further directed to “have regard to the advisability 
in the national interest of restricting imports into the 
United Kingdom and the interests generally of trade and 
industry in the United Kingdom.” ‘The Committee have 
accepted the principle of protection implied in those 
instructions, in recommending a series of additional duties— 
in most cases 10 per cent., making 20 per cent. in all—on a 
wide range of articles. ‘Their report contains no explana- 
tion of the objects of the duties or the reasons why the 
Committee held them to be necessary ; presumably their 
view was that those matters had already been determined 
in the passage of the Act under which they were appointed. 
“Parliament,” they write, ‘‘ has by the Import Duties Act 
decided to make use of the instrument of a tariff for the 
assistance of British trade and industry, and the recommen- 


ut 


» dations we submit will enable effective use to be made of 


it forthwith.” The list of articles subject to the additional 
duties includes certain luxury foods; pottery and glass ; 
uniture and hollow-ware ; iron and steel products such 
a tubes, springs, wire, screws, bolts and nuts; cutlery, 
Stctrical goods ; machinery (with the qualification that 
rences may be issued for the importation, free of additional 
me of items of machinery which cannot yet be produced 
enay in Great Britain); manufactures of timber, of 
t and of non-ferrous metals; textile manufactures 

* See Tre Rounp Taste, No. 86, March, 1932, P- 347- 
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and clothing (including boots); soa Totecti 
paper ; cycles, arms and amman Cather 
jewellery ; toys and games. The iron an J COSMeticg 


? z : Stee] į 
as was expected, has received speci $ i Indust 
"tion, 


dresgeq l 


al consid y, 

We are satisfied (wrote the Committee) that the ma; 
prosperous iron and steel industry in the highest e atenance ofa 
is essential to the economic progress of this countr S cfi 
point of view of national security it must still be n : is i 
We accept therefore the preliminary propositi enee 


on that this; 
shall be adequately protected, and protected at once a 


Clene j 
Om the i 
as vital, 
ndustry 


As an interim measure, therefore, pending further invest 
gation, they recommended the imposition of a total import 
aa 1 i Eea : Ji 
duty of 333 per cent. on spiegeleisen and ferro-manganese 
and on a wide range of iron and steel semi-manufactures 
including ingots, blooms and billets, sheets, bars, angles 
. . . ) 
forgings, castings, girders, hoops, plates and sheets, 
How far the proportions of our foreign trade may be 
altered by the protective character of the new duties 
cannot, of course, be foreseen. The Economist,* however, 
has analysed the imports of 1930 according to the duties 
to which they would have been subject under the new 
dispensation, as follows : 


Imports IN 1930 


From From 
Foreign British i 
Subject to :— Countries Countries Tota 
£000 £7000 p% 
Free list ae E 198,328 136,79 T 3 
Old revenue dutiest = 116,099 55, ; P 
Old protective duties .. 12,040 Lo) pos A 
New duties 60 ws 409,303 steht: ae 
| 66 
Total AG $a 735,770 300,903 Me 
i +Exempt from duty. + 
{Including tea. pixemp 
- ports, of 
It will be seen that 594,141,000 of the impor het: 


or 
ct to some duty over al 


have been subje 
er cent., would J f 20 per cent. of 


If, among the new duties, rates 0 
* April 30, 1932- 
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On i rotective, then £140,535,000 would have come 
her, corm’ the protective tariff, including nearly 70 per cent. 
and viihin orted manufactures. The depreciation of the 
ty, of ade a further, though probably a diminishing, 
A of protection on all imports from gold standard 
ofa i P ntries. ; ; 
lency in recommending the new duties to the House of 
the s on May 4, Mr. Chamberlain paid particular 


| Common 
attention tot 


vital, 


ty he question of industrial efficiency. 


have to bear in mind (he said), in trying to use our duties as 


è We $ Beir ee : 
esti- , means of enabling and encouraging British industry to make itself 
Port nore efficient, that if we are going to try to lay down the conditions 
Nese of efficiency without which we will not grant a tariff, we may be 
i yithholding from the industry the very condition which is essential 

iS y togive it the chance of reorganising itself... . We do not intend 
gles, Á that a tariff shall be allowed to shelter inefficiency.... The 
1 Committee, no less than the Government, fully realise the danger 
y be that an industry might, if given sufficient protection, be willing to 
uties gt down under the shelter of that protection and fail to take the 
ven steps for reorganisation and re-equipment which perhaps were 
ei recognised to be necessary. 
uties 
new The Chancellor went on to say that after the Ottawa 
Conference the Government would be free to discuss 
commercial treaties with foreign countries which might 
involve the lowering of the duties in this country in return 
a lor corresponding concessions. 
ota 


The imposition of the additional duties naturally met 
so witha far from unanimous reception. Free trade Members 
1/2 »@ of Parliament denounced them as “a violation of all the 
307 I} Promises made at the general election.” ‘The Director of 
the National Union of Manufacturers welcomed the duties, 
6,673 declaring that “on the whole they look like a very sound, 

“tious beginning, which will not please everyone but 

Which lay the foundation for an all-British national tariff.” 
r 51 cre were, of course, numbers of complaints, both from 
ther laliamentary and from industrial quarters, that the duties 
Ge Ee not high enough. The wool textile manufacturers 
_“Fecially lamented that after having a 50 per cent. tariff 
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under the Abnormal Importations Act 
fobbed off with a mere 20 per cent. ; but ing. 
the trade got no satisfaction out of the ‘oe letation it 
explicitly refused to regard the rate of dut pe 
the Abnormal Importations Act as a verte 
Ad visory Committee is now engaged in consi “Rt The 
tions from industries and from interested indies ble 
the revision of the duties. It will be instrue a for J 
this method of tariff-making in practice, So far “a wath 
to have caused a certain amount of disappointment aa 


Tariff adjustment (said Mr. Baldwin in a speech on 
must be taken away from ordinary politics, By thi 
government action must be founded on full and impartial infor 
tion—information available not only to the Government but to ae 
citizen of the country who cares to study it, so that it is Not ae 
done in secret. : 


f Protec 
> they We 4 


tion 


July 17, 1931) 
s I mean that 


It is true, indeed, that the Advisory Committee has 
withdrawn the tariff from the sphere of parliamentary | 
lobbying (as a group of M.P.’s from the wool textile areas 
found when they were politely referred by the President of 
the Board of-Trade to the Committee, and then told in 
effect that they had no locus standi); but the “full and 
impartial information available to every citizen” has mt 
been so much in evidence. ‘The Committee were so much 
pressed for time that they had “ to proceed on the basis : 
the information which has been collected by the Board 0 
Trade in recent years, supplemented by such ih 
a general character “as they had been able to make me 
- time available.” Conservative Members of Parland 
been heard to complain that this was a pon 
Parliament could very well perform by itself mi agi 
livering one of its most important functions, t Fs 4 
raising, into the hands of an irresponsible ee i 

A further important issue was raised in ee debatt? 
the silk industry. The Advisory Committee isi pecats 
from recommending a duty on silk or artificla reve” 
these commodities were already subject to 
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T: imposed by Mr. Churchill. The Chancellor of the 
f uer, therefore, realising that the lapse of the Ab- 
fsc ; Įmportations duties, by which the industry had 
gore d, gave it a real grievance, proposed to invite the 
Committee to submit recommendations for its 
although their conclusions would have to be 
by a Finance Bill and not merely by 


Advisory 
rotection, 


implemented 


| Treasury order; and meanwhile to impose “ rough-and- 


ready ” provisional duties, equivalent in most cases to an 
„dditional 10 per cent. The voluntary use of the Advisory 
Committee outside its statutory scope, and the imposition 
of duties pending its recommendations, form a highly 
interesting development. 


Il. Tue Liserat REACTION 


HE new tariff has, of course, roused bitter opposi- 
tion among the Liberals. In the last three months 
there has been an obvious movement of the official Liberal 
party away from the National Government, although 
the party whips still work in with the government organisa- 
tion. The executive committee of the National Liberal 
Federation was particularly vehement. 
Since the election (runs a passage in the committee’s annual 
report) it has become apparent that all the understandings and 
pledges which led millions of Liberals to vote Conservative have gone 


for nothing, in face of the pressure from an overwhelming Conservative 
Majority; and thus, without any definite appeal to the electorate 


, this subject, free trade has been destroyed bya Government which 
| the Liberal party helped to establish, and which includes Liberal 


leaders, 


The position of the free trade Ministers in the Cabinet 
has, in fact, been very strongly criticised by their supporters 
i the country. The Liberal press has been almost un- 
ae in demanding their resignation. The executive 
Be oes Liberal Federation, representing about 80 

uencies, decided as long ago as the middle of March 


t support for the National Government was nO 
TT : 601 
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longer possible. Simi] 


tions demanded the withdrawal of Liberal 
the Government ; a more cautious resolu 
accepted ; the Federation, it ran, 


oy be 
Ministers Ea 


& 
ion, however, ws 


hopes that it will soon be possible for a re-uni | 
; “united Li | 
fight independently for free trade and other Libe A party to 
entanglement. Meanwhile it declares emphatically TN Without 
ence of the Liberal party as a whole and its freedom € Independ. 


3 : f i 
tion to support the policy of the present Governnien A Any obliga 


The Ministers concerned have naturall 


: any y been at a 
to defend their position. pany 


It may be (said Sir Herbert Samuel on April 26) that events ma 
occur which would compel us to dissociate ourselves from ty Í 
Administration, but so long as we are substantially of one mindon 
matters relating to India, Ireland, disarmament, reparations, cur- 
rency, and so long as we have freedom to express our opposition by 
speech and vote to the fiscal policy with which we disagree, in ow 
view there is no present justification for that course, 


These circumstances powerfully favoured Mr. Lloyd 
George’s “ come-back” after his illness. On March 16 
he made a speech at the Junior Liberal Club, full of racy 
quips and vigorously denouncing the National Government, 
which he called “a naked sham—or if not a naked shama 
sham with the meanest of loin-cloths.” ‘This speech ie 
enthusiastically greeted by the Liberal press, and, a 
other utterances, won for Mr. Lloyd George more ae g ! 
among the ranks of the Liberals than he hit ml ie 
probably, since the war, but thenceforwar cs B | 
very much in the background and has scarcely ever ap 


at Westminster. 
ST 
IIT. LABOUR AND THE MEANS Tes 


and 
ee trade 
HE attitude of the Labour party on T he 
protection has not been quite $9 wa of coms 
Labour members of the Government are 
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tion 

Uh. Jetel estranged from their former colleagues in 
al cop, Be ion, but it is significant that Mr. MacDonald wrote 
deley, | 0 ri that “on this matter (protection) the Labour 
sion | ee ment has been divided for a long time.” It is open 
enas | rowled gC that the late Labour Government toyed for a 


h the plan of a 10 per cent. “revenue” tariff. 


Party to f he Independent Labour party and the left wing generally 
Without inclined to regard the whole fiscal issue as a minor 
depend. | f the decline and fall of capitalism. Less re- 


incident © 
wlutionary leaders, like Mr. Lansbury and Mr. Ernest 


Bevin, have expressed themselves in a similar sense. 
) 


y obliga. 


t pains 

P [am not sorry (declared the latter) that the country is trying 
wriffs, because this generation has seen unemployment grow 
ntsmay | der free trade, and it will find that tariffs cannot cure unemploy- 
om ths $ ent, with the result that the country will be driven to the alter- 
mind on nie of socialism at the next election. 


ms, cur 

ae Nevertheless there is a strong tradition of free trade 
behind the Labour movement, especially in its co-operative 
Loyd filiations, and its organ, the Daily Herald (which now has 

a r acirculation of over a million and a half) has consistently 
atte opposed recent protectionist measures. 

Hence a working alliance on the basis of free trade between 

amet | the Liberals and th d ions of the Labour 
Ana the tberals and the more mo erate sections of the ) 

hws | EU 18 not out of the question, but the possibility of its 


Sak electoral success is, of course, a matter only for the most 
distant speculation. Itis, however, at least clear that there 


ularity ; i 
ay ‘important elements which have not accepted the tariff 
as kept | 5a fait accompli which it is futile to seek to undo. This 
peared Pttical uncer tainty may be unfortunate for industry, but 


i ‘a hardly be avoided in a country with the history and 
aM 6 
i th the economic structure of our own. 


‘uch of the debate (said Mr. Baldwin in the House of Commons 


n Ret 

nd nf bruary 9) has run on the difference between the permanent 

x m,  SMporary nature of a tariff. There is no such thing as 

l. We Tiny, “rence in politics. Whatever one Parliament does it is in the 

couis toak ther Parliament to confirm, to increase, to diminish, 
sh, 
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But it is far too early to forecast the fut "tection 
controversy in Great Britain. wae the 
Dominions suggests that the tr 


Aa ia Pea a d . ma 
support tariffs as a cherished vested interest, a : 
$) 


nd thela 


At present the party and the unions are Era | 
occupied with the question of the unemployme SCY pre. | 
“means test.” This was applied, it will be B re 
by the first National Government in connate ered, 
applications for “ transitional” benefit (i.e, k e 
proper, granted for a limited period after the applica > 
insurance rights have expired). The administration ote 
test was entrusted to the local Public Assistance Com. . 
mittees, and it is the variation between one area and 
another that has given rise to the greater part of the | tc 
complaint. Some of the more glaring discrepancies are | st 
shown in the following list, which relates to the period | It 


November 12 to January 23. at 
Cases Full Partial No of 
deter- rates rates benefit | lo 
mined. _ allowed. allowed. . allowed | fi 

Percent. Percent. Percent. 

Great Britain .. 1,884,074 50 35 $ ta 

London = = 99,683 55 19 as b 

Lancashire (to Febru- 

ary 3) ae S 89,239 23 33 H Pi 

Yorkshire, West Rid- 7 co 

ing a ms 66,893 64 24 Mm tt 

Glamorgan (to Febru- ; ac 

abye3) e 43,109 93 4 a 


Í he 
These figures must be treated with some cation i j 
fact that in Lancashire 44 per cent. of claimants P y 
benefit, whereas in County Glamorgan the Ba 
cent., does not necessarily imply that the a parishi 


. 2 m Ss 
in Lancashire has been harsh and in oe Foes mean- fo 
i it certal ; i 
it may mean—and to some extent ıt ee jets ae] i 


that in the textile areas, where short- 
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t taken the place of continuous unemployment and 
ae it is customary for wives and daughters to go to work, 
ee aily income is enough to go round far more often than 
F. Welsh coal villages, where there are neither jobs for 
p r chances of alternative employment for the men, 


h women no 
| pumbers of whom have not had more than a few weeks’ 
ork in the past five or six years. Nevertheless there is 


| yndoubte 


dly a great deal of variation between one locality 
„nd another in the way in which the law is administered, 
and the Ministry of Labour persuaded the Glamorgan 


| public Assistance Committee to withdraw their over- 
| indulgent rules. There seems to be a case—as even the 
Morning Post writes —for the Ministry of Labour 


(rather than the Ministry of Health, which supervises the 
poor law) to be given charge of the administration and 
to draw up a plan of allowances, settling what means 
shall be taken into consideration and what shall be ignored. 
It has also been suggested that the problem should be 
attacked from the other end, to wit, that the administration 
of the poor law, which was transferred five years ago from 
local boards of guardians to county councils, should be still 
further centralised. 

There remains the question of what resources should be 
taken into account in assessing a man’s qualification for 
benefit. There are three groups of beneficiaries who could 
protest undue hardship; namely, those who, having 
contributed higher trade union fees than their fellows, find 


that their unemployment pay from the union is taken into 


account in considering their claim to benefit ; those who 
ate forced to dispose of capital, such as savings bank balances 
or their own houses , while their thriftless neighbours receive 
the full allowance ; and those whose benefit is reduced on 


count of disability pensions. On all these points, it. 


‘Ppears from the debate in the House recently, a more 
nerous policy would probably be supported by members 


of P : nae 
a all parties. There will, however, always be anomalies 
one direction or another. A family means test, while it. 
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certainly cuts down the cost of 
and confines to the needy the gr 
bound in some measure to penali 


BTESS of Prot 


anot public 
se the thrift 


CCtig 
E sen! 


e 
unemployed Lears profit rather by the Goia ais Make 


ls wh 
GS la 
their SUPPort 


of the anomalies 


them than by the Cordelias who assist in 
The operation of the means test and 
regulations has naturally affected the live rep} 
unemployment, since some of those deprived a 
have ceased to register. The Ministry of Labo 
that on this account 157,000 persons (over half of 
married women) fell off the register, without en 
employment, between October and March, Inch 
14,000 who fell off for other reasons, the unemploymen 
figure of 2,567,000 on March 21 would thus be raised to 
2,738,000 in order to make it comparable with the figure 


of 2,580,000 recorded a year beforehand.* Some attempt | 


has been made by Labour spokesmen to associate the 
number of those deprived of unemployment pay with the 
increase of 154,000 that took place, during the year ended 
March 31 last, in the number of persons in receipt of poor 
law relief. But unless the means test were being very 
ineptly administered there could not be any substantial 
connection between the two. Labour policy appears to 
have hardened somewhat on the means test. For a while 
the party leaders were inclined to accept a test as necessary 
in principle, while denouncing its present adm ae 
but in the debate in the House of Commons on the Bill to 
extend the power to make “ transitional ” 
another year, Mr. Lawson, who was one of the protag 
on the Labour side, openly declared that 

As far as we are concerned, we are for ending 
and branch, without equivocation or qualification, 


and he has not since been repudiated by th i 
2 
Ho z sA employ” 


(d 
than thi 
more ta? honth 


the means test, 1% 


e leaders y 


e The crude unemployment figure on April 25 
add 171,000 for ao had ceased to TRD 
ment, the total becomes 2,823,000, which E E a 
ber registered on April 27, 1931. Mo x 
April was incurred in the coal-mining industty- 
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Moreover, the Trades Union Congress General 
1, which has always been opposed to any means test, 
submitted to the Royal Commission on Unemployment 
aplan for abolishing the test and for raising the 
ary funds by a levy on all incomes. 


pat ty: 


IV. Tue Bupcer 


OW men of public standing can contemplate a further 
increase of the tax on incomes at this time it is very 
dificult to understand. Last year the income tax payer 
was first made to pay five quarters’ tax in twelve months , 
then he had the standard rate of tax raised from 4s. 6d. to 


| gs. inthe £, and finally he was asked, as a matter of patriot- 


ism, to pay with exceptional punctuality and readiness the 
three-sixteenths of his income which thus became payable 
tothe Treasury on January 1. That he responded mag- 
nificently is largely responsible for the balancing of the 
1931-32 budget, which closed with a small surplus in spite 
of the fact that {10% millions of the old exchange reserve 
account, which had been allowed for in the-estimates, were 
not used, Optimistic forecasts had been made as to the 
margin which the Chancellor would have in hand for the 
current year, and while it was apparent that a reduction of 
the standard rate of income tax was out of the question, 
Most prophets expected some small relief from taxation. 
The Chancellor’s speech on April 19 was therefore highly 
disappointing, since the only proposal involving a reduction 
of taxation was an adjustment of the sugar duties designed 
0 increase the colonial preference and to continue as a 
moe between customs and excise the expiring portions 
tajo ; eoi subsidy on home-grown sugar. oon 
= aa ange in taxation—apart from the general tariffi— 

an upward direction, namely, the resurrection of the 


4 duty, which after a life of three centuries had been killed 
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y Mr. Churchill, at the rate of 4d. pe 
and 2d. per pound on Empire tea, ` Per pound on 
Mr. Chamberlain’s budget f 
A Tici 
a small surplus, at 766:8 millions Omitting Ges Wit 
revenue and expenditure, This. eee Self balancing 
millions for the reduction of debt—bare] ne loo, 
the specific sinking funds. The budget kien 
without including either receipts or aa ee 
of war debts and reparations, which means A i 
insists on her legal rights while Germany ies p Amerig | 
to pay, we shall be faced with a further bud ie ee | 
er budgetary liabil 
before the end of the year. The Chancellor has } ‘ig 
allow for a reduction of £38 millions in the yield of i 
tax and surtax, compared with receipts last year, and A : 
obvious that no source of revenue and no saber 
economy could have been safely discarded, He legitimately 
challenged opponents of the ro per cent. tariff to show 
him where else he could have found the £27 millions thet 
he expected the duties to yield ; he added, besides, another 
million for the Abnormal Importations and Horticultural 
Products duties, and five millions for the additional duties — 
recommended by the Advisory Committee. It was nota 
cheerful budget. The British people, grumbling but not 
grudging, had tightened their belts by a rather painful 
hole last September, and now they realised that their vitals 
must remain so contracted for another year at least. The 
denial of a penny a pint off beer, which had been generally 
expected, added particularly to the universal gloom. fain’ 3 
The most remarkable chapter of Mr, Chamberlain 


: ; er at 
financial statement did not concern the budget p/P be 
“ exchange eq 
the curren’) 
alue 0 


to Covey 
Cast u 


H fi 
Tespect f 


tion fund ” for the purpose of strengthening 

and checking undue fluctuations in t 

ably, said Mr. Runciman, by way of Treasury 

_ maximum of £150 millions for 

‘start with a legacy of £25 millions fr 
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E The fund will be used for three ends: to make 

Fi any loss, Up to £8 millions, incurred by the Bank 

, England in connection with its foreign credits of last 
0 


~ 3 . 
sommer ; to enable the accounts of the Bank’s issue 


jepartment to balance despite the valuation of the foreign 


exchange held against notes at market prices while the 
gold is still entered at the old par; and to prevent what 
he Financial Secretary to the Treasury described as 
“sudden and unmanageable lurches from one side to the 
other ” in the exchange value of sterling, by means of the 
urchase or sale of gold or foreign exchange—“ the inter- 
national book-making business,” Mr. Maxton called it. 
The account will be managed by the Bank of England 
under the authority of the Treasury. 

The Government steadfastly refused to be drawn as to 
their ultimate monetary policy. 


When you consider (said Mr. Chamberlain) the economic dis- 
turbances which are still occurring in the world, and of which we 
have probably not even now felt the worst, it is perfectly useless 
to pretend that we can hold our exchange position exactly as we 
please, independent of anything which is going on around us... 
We do not know what is going to be the future of gold prices. We 
do not know what settlement will be reached as regards reparations 
and war debts, and other matters, which are now disturbing the 
world. These uncertainties rule out any possibility of our being 
able to return to gold immediately. We do not know when or in 
what circumstances we may return to gold, or at what level. 


Now and again in the debate on the proposal to create 
the exchange equalisation fund the voice of financial 
orthodoxy was heard, but the plan found support in all 
quarters of the House chiefly on the ground that it would 
‘able the Bank of England to pursue an easy credit 
Policy for the benefit of home industry without having to 
‘ubordinate its actions to exchange influences. Criticism 
Was directed mainly against the secrecy in which the 
Management of the fund is apparently to be wrapped. 


Fe come to this House (said Mr. Boothby) and ask for a loan 
150,000,000 and to refuse to give any information whatsoever 
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about the state of the account of wh 


is asking us to bite off rather more 
chew. 


; rot 
ich this loan iş a a 
basi 
t 


tha 
m eanes Expected 
€ 
0 


Nevertheless, pleading that publicity would 
to the speculators whom they sought 
the Government insisted on asking, and a confound 
obediently chewed. i a 

Partly on account of the more than punctual 
of the Bank of England and Treasury credits t 
raised in defence of the pound last August, confidere.: 
the British financial position (or at any rate mr 
bullishness) so far increased that sterling rose ae 
$3.40 at the beginning of the year to $3.82 on March ~ 
This appreciation, which was due rather to the inflow of 
short-term funds than to any fundamental change in our 
balance of overseas trade, caused some perturbation among | 
industrialists and traders, who naturally favour a low rate 
of exchange. The announcement that an exchange equali- 
sation fund was to be set up was taken by speculators as 
indicating that the Government had bowed to those 
influences, and the immediate reaction was a fall in the 
exchange rate to $3.62$ on April 26. The future progress 
of sterling cannot be foreseen. It depends, of course, on 
the Government’s monetary policy and on the effect of 
import restrictions on the balance of trade, but still ners 
on the development of world economic and politica 
conditions, 


cbe a 


Payment 
hat Were 


V. Byr-Exections 


HERE have been a number of bye-elections et) 

all save one of which have left the numerical E 
tution of the House unchanged, although the ee a 
Government majorities at the general Te “ak 
been repeated. The exception was at We : sal” 
Mr. Greenwood, formerly Minister of Heni e for 
Conservative majority of 4,000 into a sma 
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abour. The result, which was not surprising in view of 


| ; f fact that polling took place a couple of days after Mr. 


pamberlain’s unattractive budget was opened, con- 


f siderably strengthens the Opposition front bench, on 


„hich Mr. Lansbury, Sir Stafford Cripps and Major Attlee 
have had to shoulder an excessive burden of work. At an 
earlier by-election in Dumbartonshire, Mr. Tom Johnston, 
the former Lord Privy Seal, failed by 3,000 votes to reverse 
the majority of over 12,000 obtained by a Conservative at 
the general election. During this bye-election campaign 
considerable heat was engendered by the impromptu state- 
ment of Sir Archibald Sinclair, one of the free-trade Liberal 
members of the Cabinet, that he would rather vote for the 
Conservative candidate, who was a protectionist, than for 
Mr. Johnston, who stood on a free trade platform, because 


the former was the only candidate pledged to support the 

Government. In this, according to the Manchester Guar- 

dian, “ he showed a quite inadequate appreciation of the 

feeling of Liberals, not only in Dumbartonshire but all 

over the country.” 

| 
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I. Tue Session 


r | ‘HE second session of the seventeenth Federal Pay} 
ment, which opened on February 6, has now beat 
n 


progress more than two months, and it has a comparatively | 

meagre record of accomplishment to show for its ie 

There had been no material change in the standing of 

parties since the end of the previous session, as the Govern- 

ment had found compensation for the loss of a seat at East 

Hamilton in Ontario to Labour by the capture of the 

Three Rivers-St. Maurice division in Quebec from the 

Liberals. Moreover, in March they secured another gain 

at the expense of the Liberals by winning the Athabasca 

division of Alberta, but the glory of this unexpected triumph 

was qualified by the fact that it was won in a four-comnered 

contest in which the victorious Conservative candidate 

polled only 35 per cent. of the total votes cast ; indeed the 

most notable feature of this by-election was the exploit of 

ane the nominee of an organisation called The Farmers Equity 

League, who ran on a frankly communist pe 

< polling over 2,500 votes in a purely rural contina i 

The Bennett Ministry, therefore, was stillin pe ; 

_a commanding majority in the House of Cot ei i 

the session opened, and thanks to the operations gent y 

it bad acquired a slight numerical superiority int a anisa 
There had also been during the recess a modified rae 

tion of the Cabinet, by which the 


es u 
Prime Ma 
; ; a CS O eee 
he artment of Finance to Mr. E. N. Rhod: eee 
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T of Fisheries; Mr. Duranleau, Minister of 
ipister ; aed 
Marine, assumed charge of the Fisheries Department ; 
al Mr. Gordon, the Minister of Immigration, took over 
ie Department of Labour from Senator Robertson after 
the Jatter’s resignation on account of ill-health. 
The Speech from the Throne forecast a very modest 
rogramme of legislation, consisting chiefly of Bills designed 
o improve existing Statutes, and few of these measures 
were of a controversial character. Consequently, during 
the first week of the session, a great deal of time was quite 
unprofitably occupied in academic debates on resolutions 
sponsored by private members, in which pet panaceas for 
the country’s troubles were unfolded, or special grievances 
made the theme of protest and lamentation. The Liberals 
did not develop any sign of the militant and aggressive 
spirit which their press propagandists had predicted until 
the Government, early in March, introduced a Bill seeking 
an extension for two months of its powers under the 
Unemployment and Farm Relief Act, which had had 
February 1 fixed as its time limit. To this proposal 
Mr. Mackenzie King and his followers embarked upon a 
campaign of resolute opposition; they contended that it 
was superfluous for the Government, when Parliament was 
in session, to seek an extension of the arbitrary powers 
conferred by this Act ; that last year the Government, in 
order to overcome Liberal hostility to its demand for a 
blank cheque, had deliberately agreed to limit the operation 
of the Act to February 1, 1932 ; and that the proper course 
for the Ministry was to estimate the sums required for 
unemployment relief and include them in a special vote 
the passage of which would be immediately facilitated. 
iberal orators waxed vehement upon the outrage which 
Was being perpetrated upon the principle of parliamentary 
ao of finance, they discerned in the measure convincing 
a ee of the Mussolinian proclivities of Mr. Bennett, 
€y professed to be battling against a sinister scheme 


for the virtual establishment of a dictatorship. They 
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also sought to adduce proof that t 
Governments relief programme o 
Seriously mismanaged and not b 
scandals. ‘The defence of the Government and 
had used its arbitrary powers with discretio was tha it 
profit of the country, that the charges DA and to the 
ment and scandals were unfounded, and Ta an eee 
situation still existed, demanding a wide Hae 
authority for the Cabinet to meet special cone € of 
However, the Liberals remained unconvinced bf at 
terial arguments and adopted tactics of deliberate outa 
tion, with the result that the Government was conti 
to resort twice to the closure, which is very rarely applied 
at Ottawa, in order to secure the passage of its Bill, But 
when it became law it had only a month to Operate, and 
since there is no prospect of the unemployment situation 
undergoing any substantial improvement during the 
summer, Parliament, as Mr. Bennett has intimated, will 
have to consider further plans for coping with it before the 
session ends. Already such plans have been the subject 
of a conference at Ottawa in which Federal Ministers and 
representatives of all the nine provincial-administrations 
participated. At this meeting no final decision about 
future policy was reached, but the Federal Ministers, after 
making a frank statement about the position of the federal 
finances, definitely intimated that they could not continue 
co-operation with the provinces and municipalities P 
further programme of special public works for unemp es 
ment relief, but had decided to reserve their some 
adirect dole. Experience of the past two years has a of 
that special public works are a very Se ee Sea 
coping with unemployment ; the Financial Pos ae day’s 
was responsible for the estimate that for the debt of 
labour thus provided $10 had been ae the financial 
some public authority, and it is notorious t r hag. straid® 
burden entailed by these special public wor unicip 
the credit of several provinces and numerous mM 


alities 
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ot to breaking point. Commenting on the results 
a 


f this conference the Manitoba Free Press wrote : 
«According to its decision Canada will definitely fall back 
n the dolé in spite of all that has been said against it,” 
0 


ad declared that its adoption was a confession of a com- 
Ja 


jete abandonment of all hope of carrying out the pro- 
ante which Mr. Bennett had advanced at the last 
eneral election. 

fn is highly doubtful whether the Liberal declarations 
about the rights of Parliament excited much sympathetic 
response from the public, which is more interested in the 
eficacy of the Government’s measures than the con- 
stitutionality of its methods; but what the Liberals did 
accomplish by consuming three weeks of Parliament’s time 
was to upset the schedule of the Government’s plans and 
prevent the production of the budget until after the brief 
Easter recess. For his maiden budget speech Mr. Rhodes 
had a very cheerless task, but he courageously followed his 
predecessor’s example in giving a frank and comprehensive 
outline of the national balance sheet. Shrinking revenues 
and heavy extraordinary expenditures had left all the fore- 
casted estimates of the previous budget far astray, and 
with revenues placed at 3 344 million dollars, and the 
‘setegate of ordinary, capital and special expenditures 
t454} millions, he had to admit for the fiscal year 1931-32 
2 deficit of 119% million dollars. To this the special 
expenditures had made a large contribution, as the Federal 
*vernment’s share of the cost of unemployment relief 
ad absorbed 38% million dollars, and the wheat bonus had 
taken 11 millions, Moreover Mr. Rhodes had to accen- 
Wate the sadness of his budget tale by an admission that 
ain of the Canadian National Railway system upon 
dera] Treasury during the last fiscal year had reached 
“grim total of 109 million dollars, of which the operating 
“Icit alone was responsible for some 60 millions, and 
expenditures and other items for the balance. So 
“sum of the matter was that the aggregate revenues of 
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the Federal Government fell short 
pet 180 million dollars, and since ae “pendita by 
e bridged by borrowin » there had be Sap had had 
roughly this amount to the national] ae an a tin gf 
also disclosed in his speech that the Ba  Khodes 
had found it necessary to advance some A a, Treas 
to different provincial governments ec Olas 
on obligations maturing in N 


ef 
their sl ew York and Partly tofi i 
are of the unemployment relief Programme. pa 
c 


ever, he claimed that the Government was entitled t o 

for a satisfactory handling of the national in 

very difficult conditions, and that the measures ee 
deal with the embarrassing situation created by ile fe ; 
ciation of the Canadian dollar in New York had secs 
in their dual object of enabling Canada to meet her foreign > 
obligations according to the terms of the contracts and of | 
maintaining an ample reservoir of credit for the needs of 
Canadian business. 

For the fiscal year 1932-33, Mr. Rhodes showed that a 
rigorous application of the pruning hook of economy still 
left ordinary expenditure at an estimated figure of 369 mil- 
lion dollars, and that, unless there was marked revival in 
trade, the existing basis of taxation would not yield more 
than 319 million dollars. So he submitted proposals for 
new taxation which is estimated to produce an additional 
55 million dollars. The main additional imposts tale te 
form of an increase in the personal and corporation ae 
taxes, and a sharp increase of the sales tax from 4 to on 
cent., while the special excise duty on imports 18 ee À 
from I to 3 per cent. In addition, a variety oN it 

peg ms, Cia 
styled “nuisance taxes,” on cheques, seg hosed or 
sleeping and parlour car tickets, etc., are either Tal the 
increased. So, if the taxation estimates are rea oe 
Government will have a surplus of some eee w 
the needs of ordinary expenditure, but as this $ ia 
be more than wiped out by capital exp 


enditure, “Canad 
2 é he 
“sums required for unemployment relief and t 
NWS) Se ae 
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National Railways are just as likely to be larger as smaller 
han they were in 1931-32, obviously there looms ahead 
“othe! substantial deficit which will have to be made good 
a 


porrowing. In the budget, however, only one minor © 
i nif change was included, and Mr. Rhodes explained that 
he Government had decided, in view of the approaching 


Conference, to leave the British preference untouched and 


| that this decision precluded any adjustment of the general 


How- | t arift. 


When the budget debate opened, the Liberal line of 
attack was immediately developed by Colonel Ralston, who 
has now become the Opposition’s chief financial critic, in 
a very able and effective speech. His criticism of the 


_ financial proposals of the budget was mainly directed 


against the leniency shown to the richer classes in the 
readjustment of income tax rates, and against the pro- 
tectionist aspect of the increase in the excise tax on im- 
ports; but he also accused the Government of general 
mismanagement of the national finances, charging them 
with lack of courage to impose the heavy taxation required 
tomake good the deficit created by their follies and errors, 
and to secure a true balance for the budget of 1932-33. 
He reserved, however, his chief fire for the fiscal policy 
of the Government, whose excesses in high protectionism 
Were, in his view, largely responsible for the country’s 
financial and other difficulties. Quoting freely from 
statistics, he argued that not only had the policy of higher 
tarifis, sponsored by the Bennett Ministry, depressed the 


Position of the great natural industries by producing re- 


Psals from other countries which had found their markets 
impaired, and maintained an unjust disparity between the 
Mies of manufactured goods and farm products, but 
F had“ also signally failed in its avowed main objective, 
he. increase of industrial employment; he pointed out 
t even in industries like textile manufactures, which had 
“the chief beneficiaries of tariff largess, employment was 
‘tantially less than it was two years ago. ae regard 
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erati 
zeal of the Liberal carte in che ee the pr 
Mr. Dunning’s budget of 1930, wet ee aS eviden 
by Mr. Bennett at the last Imperial C AN ad 
depicting the Government as obsessed by aa and, 
of a selfish economic nationalism, and a ets 
obstruct measures for the stimulation of . Posed tg 
trade, he alleged that they had missed a reat aoe 
in their budget when they had failed to include eae if 
stantial concessions for British imports by way A Bao l 
city for Great Britain’s exemption of Canadian scons 
the operation of her tariff. He also criticised séverel a 
system of tariff administration now followed at Gn, 
and declared that the practice of changing duties by 
Orders-in-Council and by arbitrary valuations had made 4 
the customs schedules a mere formality and ruined | 
Canada’s import trade. At the close of his speech, Colonel 
Ralston moved an amendment which was in effect a 
denunciation of the Government’s fiscal policy and a 
demand for its immediate reversal. 
The Government’s reply to this indictment was entrusted _ 
to Mr. Stevens, the Minister of Trade and Commerce, | 
who argued with some justice that Colonel Ralston had 
made no allowance for the extraordinary difficulties im- 
posed on the Government by general world conditions, 
and that there was no satisfactory alternative to many af 
the policies which it had adopted. Ina reasoned oa 
of the budget and the Government’s tariff ney k 
claimed that the enaction of higher tariffs, so z a 
decreasing employment, had saved the country ae | 
industrial débâcle, and he particularly sought A ties i 
the Government’s action in levying al ete 


s ` . 
to imperial trade co-o 


gserte 
ee ZAC ence he 4 
In a brief reference to the Imperial Confer at 
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The Session a 
io, that the Ministry was obstructive or even indifferent 
Pesojects of imperial trade co-operation. For some time 

zA Mr. Stevens has been a zealous protagonist of monetary 
| reform and has even lent his advocacy to the cause of the 
| emonetisation of silver. In his speech he discussed at 
| considerable length the problems involved in the currency 
1 question and the debt situation, foreign and domestic ; 

indeed he indicated that he regarded the evolution of some 
international or imperial plan for raising the price level 
by monetary organisation as the paramount need of the 
day, and since earlier in the session he had fortified himself 
with the authority of a resolution of Parliament that this 
roblem should be raised at the Conference, it is obvious 
that if he can have his way it will be an important theme 
} inthe Conference’s deliberations. 

During the subsequent debate, the spokesmen of the 
Progressive party showed that they shared Mr. Stevens’s 
views about the importance of the debt and currency 
problems, and were disposed to regard the tariff as a 
minor issue. Mr. Woodsworth, the leader of the Labour 
group, after a general arraignment of the whole capitalist 
system, exhorted the Government to mobilise the unem- 
ployed as an army of reconstruction which would devote 
its energies to building roads, clearing slum areas, preparing 
land for settlement and kindred tasks. The budget debate 
is not expected to be a prolonged affair, and as the legislative 
programme is well advanced the way should be open for 
prorogation by the middle of May, which will leave the 
Government two clear months for preparation for the 
Conference. Legislation, split into three Bills, which the 
Government introduced in the Senate, designed to cure 
tettain vital defects in the existing federal insurance law 
“posed by a recent decision of the Privy Council, has 
Produced a sharp controversy with the provincial govern- 

Ments of Ontario and Quebec, which contend that the 
ehnett Ministry is precluded from exercising any juris- 
ction over insurance by reason of this decision and by 
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the terms of the constitution. 
nessed a veritable epidemic of 
have been charged with the in 
subjects as radio-broadcasting 
Civil Service Commission, gasoline prices a d 
renovare dolorem, the position of the three Libe 1 
who were involved in the Beauharnois affair. ; Senaton 

At the end of the long parliamentary squabb] 
unemployment Bill, the Conservative Ottawa Foun pe 
moved to violent protest about the performances o 
ment, and an editorial entitled “The Hol 
Parliament ” began with these words : 


The session has 4 
s . . 0 i 
pecial Committees a 
vestigation of Such y a 1 
policy, the ACtiVities a 


nal Wag 
f Parlia- 
y Show of 


Parliament’s capacity for folly and futility amounts to a national 


scandal. In two months it has done little but make a holy show 


of itself, has exhibited such a pathetic sterility of common sense a 
to make the average Canadian or any believer in Tepresentative 
government blush in humiliation. 


This sweeping condemnation may be too severe, but the 
general verdict of impartial observers is that the present 
session has so far been one of the dullest on record. Yet 
if its proceedings have been characterised by an atmosphere 
of unreality and futility, there is an underlying cause 
The truth is that there are now in process of maturing 
three greater issues in the country’s future: one : 2 
country’s trade policy which is involved in the resu m 
the Imperial Economic Conference, a second 1s Ea A j 
Lawrence deep waterway, and a third is the railway Dae of A th 
and between them they promise to shape the; COU eam 


i ng 

6.5 : b determin 
Canadian politics in the coming years ate polit d 
the fortunes and fate of parties. Meanwhile Pre isis fh 


ie i ing ti til t 
of all parties are simply marking time TE 
emerge in concrete form and plans and po 
formulated in connection with them. 


have beet = | pe 
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II. Tue Prairizt Provinces 


HE West is girding itself for the crop year of 1932 
with mixed feelings. The relief from the stress of 
and the advent of spring tend almost automatically 


to induce a spirit of optimism. The West is so much in 


the hands of nature that at each seed-time it seems as if 


anything is possible if only nature will be kind. Moreover, 
after three years of severe drought affecting large sections 
of the most productive of the wheat lands, it seems as if 
the law of averages is all in favour of a wet year, and a 
study of the history of the climatic cycle, carried back 
nearly two centuries through studies of tree growth, 
encourages this hope. 

Those who are less optimistic point out that actual con- 
ditions at the moment are not uniformly good. In the 
northern part of the provinces there was a heavy rainfall 
in the autumn and snow during the winter, with the result 
that there is not only abundant surface moisture but also 
the much desired subsoil moisture. In the dry areas of 
lst year, which roughly cover the south-east corner of 
Alberta, the southern half of Saskatchewan and the south- 
west corner of Manitoba, there has been sufficient rain 
and snow to make a good seed bed and to germinate the 
seed, and conditions in this respect are much better than 


j ‘year ago, when the ground was so dry that even during 


the winter there were severe dust storms, but there has 


‘Not been sufficient moisture to penetrate the soil very 


deeply or to act as a reserve for the crop in the event of 
madequate rains later on. Hence in this large and im- 
portant region the “ June rains » will be awaited with 
‘en more than the usual anxiety. 

While then the tendency to spring optimism is general, 
“fe are inevitably local differences of feeling in so large 
Natea. Tt is, for instance, natural that the feeling should, 
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broadly speaking, be bettey 
place, the drought has been | 
Then in the north there is f 
dependence on wheat and more Capacitywoniey 
the farmers to live off their own land. T ag 
more favoured area, however, there are He 
Manitoba years of careless farming have alie n 
tating influx of weeds to grow up in many dicen devas 
has reduced agriculture in districts which E This 
prosperous to a very low state. Definite efforts are 
being made to combat this decline by public and nN 
agencies but, notwithstanding this, the situation jg 4 
present far from satisfactory. Manitoba has also, to 
greater extent than either of the other Provinces, an 
unemployment problem in and around Winnipeg, which 
now contains a substantial manufacturing population, and 
Mr. Dafoe, the editor of the Manitoba Free Press, is de- 
manding that plans should be made to deal with the 
situation, which up to the present has been handled in 
rather a haphazard way. But although Saskatchewan has 
no problem of urban unemployment to compare with that 
of Manitoba, her own relief problem, taken as a whole, 
is much more serious. The fact that the immensely fertile 
Regina plain, the most thickly settled part of the whole 
province, has been affected by drought for three years m 
succession has created a most serious state of cae 
This particular district, with its fine farmo 
buildings quite like those of the flourishing farming T 
munities in eastern Canada, is ordinarily, perten 
most prosperous in the whole West; but a ER fre 
bad crops, culminating in the total failure of as Pa itis 
produced an unprecedented situation. One 1 adon 
in Saskatchewan last winter, out of a total pop j 


in the north | 
argely confined to t : 
ar more mixed farm} 


Were former 


€ 

This X 

iving relief. | 

900,000 there were 300,000 people Bee anything o 
doubtless includes everyone who has ee as 
any kind, food, clothes, fuel, seed grain; : gaskarcbem® f: 


it indicates what a problem the people © 
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e to deal with. They comfort themselves with the 
Erection that this southern area, which has suffered most 
a is so extremely fertile that in one good year, as 
+ has often demonstrated in the past, it can make up for 
i | bad seasons, and meanwhile they are making heroic 


suc Of bonds, they had to satisfy the bond-houses that 


| they would balance, or substantially balance, their budget 


during the current year. Considering that the value of 2 
their 1931 crop was one-fifth of the value of the 1928 
one, this shows the courageous way in which they are 
grappling with their difficulties. Incidentally they have 
introduced an income tax with the exemption reduced to 


y $750, which is lower than the exemption from the Dominion 


income tax, and they have fixed a minimum amount to 
be paid by anyone whose income exceeds the exempted 
amount, even if the tax rate when applied to the taxable 
part of the income would not yield the prescribed minimum. 

In Alberta conditions are better than in either of the 
other provinces, though here too the southern part of the 
province has suffered greatly from drought. Northern 
Alberta, having largely escaped, and being the finest wheat 
raising area in the province, is perhaps the best place in 
which to study the effect of low prices by itself, as distinct 
from that of low prices and drought combined. In spite 
of the devastating drop in price, farmers who are not 
overburdened with debt, as a result either of spending too 
much on the purchase of land or of other extravagances 
during the good years, are still able to carry on. This is 
of course particularly true in cases where they have not . 
‘onfined themselves to wheat. Loan companies find that, Š 
Wen at present prices, in these favoured districts in a 
torthern Alberta borrowers can usually pay interest on 
their indebtedness and in exceptional cases are reducing 
"e principal as well. There is certainly among these 
Mrthern Alberta farmers a somewhat more hopeful feeling = 
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about their ultimate ability to Meet t 


heir i 
than there was al year ago. This is due be 
T ae JAP a 
things : First of all, they have NOW survived pa to two 


: Nothe 
are stil] Carrying on 


cost of growin “ah, nd, 
t 


of low prices and find that they 
second, they have reduced the 
what they would have formerly considered an inconce 
low amount. The result is that, whereas a va 
were apt to regard their debts as a burd “80 they 
altogether unbearable, one which it was har 
even to calculate, to-day they 
that, given patience on the part of the creditor an 
reasonable improvement in conditions, they can work t 
Way out. 

As this problem of farm debts has steadily grown more . 
important in the West, a few figures may be of interest, 
As a result of investigations in twenty average Saskatchewan 
municipalities it was ascertained that roughly 50 per cent, 
of the land was mortgaged and 50 per cent. of it clear of 
mortgages. Following a different line of inquiry, confined 
almost exclusively to mortgaged farms, Farm Outlook, a 
publication sponsored by the Department of Farm Manage- 
ment in the University of Saskatchewan, reports as follows. 
During the years 1930 and 1931 credit statements were 
secured from some 650 farmers. Summaries of the data 
indicate that, out of 497 farms which supplied adequate 
financial information, 89 per cent. were worked by z: 
or part owners and 11 per cent. by tenants. ae A 
owners or part owners, 8 per cent. were reported t debts 
from debt and the remaining 92 per cent. pee 
averaging $4,782 per farm. ‘The iiaea ane due 
by mortgages on real estate and of unpa! is reporte 
under agreements for the purchase of property and entail 
in the case of 81 per cent. of the 441 ee this class. 0f 
a sum of $4,341 owing for each farm a 4 in the $47% 
debt. This amount is of course inclu mae farm capita 
average mentioned above. ie depat 
of owners visited by representatives 0 


tment a 
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the time show that the average debt was equal to about 
| „J8 per cent. of the whole of the farm capital of the debtor. 
Bat although recent droughts and low prices have, as 
d already mentioned, made this burden appear in many 
eases intolerable, the fact remains that with one or two 
| favourable years, and with prudent administration of their 
eSources On the part of the farmers, the whole debt 
| situation would be amazingly improved. 
| Reference has been made to the reduction of the cost of 
| growing wheat. It is dangerous to give figures, but this at 
 Jeast can safely be said. Although three years ago farmers 
would have thought that a price of a dollar a bushel for 
wheat meant the end of the world, and although even a 
year ago they felt that a dollar was probably the irreducible 
minimum, to-day the feeling is that 75 cent. wheat would 
enable them to carry on reasonably well. It will thus be 
seen that we are getting down to a cost of production which 
should enable us to reap a great advantage from any sub- 
stantial improvement in the price. 
It is interesting to visit these provinces at the present 
moment. The provincial governments are struggling man- 
fully to solve the problem of balancing their budgets. 
They have made drastic cuts in expenditure and are looking 
in every direction for new sources of income. Corpora- 
tions are naturally regarded as one great source of supply, 
and in particular banks, insurance, loan and trust companies 
are all being asked to contribute substantial additional 
‘Mounts in the way of taxes. As nearly all these corpora- 
tions have their head offices in the East, there has been quite 
‘migration westward of head office officials to remind the 
Provincial governments that any further difficulties put 
m the way of financial institutions and the security of 
"vestments may react to the disadvantage of their provinces 
y drying up the sources of money for loans, whether on 
ie live stock, or other things. Having regard to 
Ree culties of the western governments and to the 
te that is being put upon them by some of the more 
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extreme of their own followers, their 
characterised by much good sense and 
fair. They have undoubtedly been 
certain taxes which contravene sound 
—notably in cases where gross income has been ta AXation 
no allowance made for losses—but in those cases om a 
lation has usually been temporary and specifically st 
be only for the purpose of meeting emergencies, 
It is natural that, confronted with such 
deterioration in his position, the farmer should grasp at 
the various panaceas that offer quicker relief from his 
difficulties than he can expect to get from the Working out 
of economic laws. Debt revision has been much in the air, 
It is interesting to note that, although Alberta has 
suffered less than cither of the other provinces, the demand å 
for relief there has been perhaps more insistent than any- 
where else. One is inclined to attribute this to the fact 
that there isa much larger percentage of foreigners there, 
who are apt to be in too much of a hurry, and to seek short 
cuts to their ends. It is a strong point in the situation of 
southern Saskatchewan, the district most seriously affected 
by drought, that the farmers are mainly of ee 
origin, sound and well-balanced even in their trou a 
The result of this was evident at a recent sitting of = 
Debt Adjustment Committee of the Sasat ee 
lature. In spite of their present troubles t i fa 
showed a spirit of moderation and an plaice: a 
economic implications of any compulsory i n of the ~~ 
debt. The following paragraphs give the vi k 
Manitoba Free Press on the subject :— 


attitude hag be 
4 real desire aft 
forced to : e€ 


principles a a 


cgisla- 
ated to 


basis. Compulsory 


e 
rom regard for £ 
pulation an 


pe? e 
diation wet 


The debt adjustment must be on a oa 
adjustment is out of the question. : Ce ae ae 
sanctity of contracts, the credit both o ` e = eae 
of the province would certainly suffer 1 Pe esate: - 
adopted in the form of compulsory sca en that compil 
-would do Manitoba no good if it Ne Ar ehis parti 
adjustment was even seriously pose ty a $550 
with the provincial government about 
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d be the height of folly to damage the reputation and credit 


en it oe by deciding upon such a policy, involving a measure of 
be E ion. Since a Conservative member of the Legislature has 
Ose red in favour of compulsory adjustment of debts, it might be 
on val for the Conservative party to make it clear that it is not in favour 
Oe ste to meet the siman : 
a  ieshould be possible to meet the situation by the extension of 
la » powers of the present Debt Adjustment Board. In the first 
to Jace, the principle of the Industrial Disputes Conciliation Act might 
fe adopted and all foreclosures prevented until the cases were dealt 


vith by the Adjustment Board, With the claims of the creditors 
ind the whole position of the farmer placed before the Board, it 
should be possible to reach a voluntary agreement which would 
asure the creditors as much as they could get in any case, and leave 
the farmer with a loan that he could carry. 


Meanwhile adjustments as between individual debtors 
and individual creditors are, of course, constantly going on, 
although at the moment the cases in which there has beenany 
actual revision of liabilities, as distinct from an extension 
of time, are only a small percentage of the whole number, 
probably substantially less than 10 per cent. The basis 
of such adjustments is the capacity of each individual 
} debtor to pay, rather than any general scaling down of the 
| debts of a class. A different line has been taken by the 
Massey-Harris Company, the great Canadian manufacturer 
of agricultural implements, which made the following 
‘mouncement on April 14 :— 


For weeks past, the officers and directors of Massey-Harris 
of ompany have been giving continuous thought to working out a 
g licy which would be of help to the farmers of Canada who will 


5 l nA oore for a new season’s ies cers 
; ed fall in the prices of agricultural products, 

chasing power of the farmer has been lessened to such a degree 

A to reduce farm implement purchases to the lowest point in years. 

d l ke ectories are practically idle and workmen who have been 

re Epos ul ànd loyal employés for years have but little immediate 
ft d Ect for employment and livelihood. ee 

yo that o ntormation we have received in the last few days ms ioues 

e i ap «4 Practically the whole of Canada the prospects for tavon 
‘eeding conditions are more promising than for several years. 


“the other hand, there are many farmers who are finding the 
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greatest difficulty in Providing themselyes with 
necessary for carrying on their Operations S the 
With a view to helping this situation for the po TOM basi 
: nen, and within With a yi 
ations that may result wil] afford so k hope that 


t mad me’ 

to the company for the loss it will sustain We ie: co pensation 
announce important changes with regard tor a ave decided to 
of accounts, effective forthwith. These ch ea i 


i anges are aş 
ases of implements, whether a 


~ 
Or on time, a Io per cent. discount will be allowed to a Cash 
to which payments are made prior to N aaa C ay 


ovember 30, 19 
the farmer to th 


ments made on such indebtedness prior to N 

This discount of 10 per cent. is speci 
applies only to Canada. It is not bas 
of production, because as yet there has 
reflects a desire in the present emerg 
customer, the farmer, with whose s 
linked. 

It is hoped that coming at this time, the offer may enable many 
farmers to secure equipment which they much need, and to assist 
and encourage them in the liquidation of their present indebtedness, 
If it accomplishes this, even in a small measure, we shall all feel 
that it has been well worth while. 

Formal announcement by the company, giving the particulars 
in more detail, will be issued to-morrow. 


in cost c 
been no reduction, It 
ency to be of service to our 
uccess our own is so closely 


This offer of the Massey-Harris Company follows upon 
the offer of the Canadian Pacific Railway some time 4g0 
to reduce payments on land contracts: eee 

The prairie provinces are naturally intensely i 
in the approaching Ottawa Conference. rae fie 
to the action of the present Government up to foe f 
are fearful lest the interests of the primary Ha ane 
Canada should be sacrificed to the interests of ae House 
facturer. ‘The record of their own members r 2 in the 
of Commons at Ottawa, though their num T ia 
Conservative party should be sufficient oa in th 
voice tell, is not such as to make their aes e a definit? 
West feel that they can be relied upon to 
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und for what would ordinarily be regarded west of the 
Great Lakes as the interests of the West. Thoughtful 
sople feel that it is almost too much to expect the Eastern 
manufacturer to accept the view that an increase in the 
ees of basic commodities produced in Canada, which y 
vould improve his position more quickly and more effect- 
f ely than anything else, would tend to follow the sale 
a in Canada of larger quantities of British and foreign 
| manufactures through the increased purchasing power that . 
such sales would bring to the countries making them. ` 
The Canadian manufacturer may admit the theoretical 
force of this argument, but, with much of the foreign trade 
that he had three years ago gone, the instinct of self- 
preservation prompts him to cling closer than ever to the 
home market. The Western farmer has, of course, argued 
for many years that the prosperity of Canada depends on 
amore liberal admission of foreign manufactures, and he 
naturally feels that his argument, which in good times 
was not conclusive inasmuch as the producer of raw 
materials was getting along fairly well in spite of tariffs, 
has now been proved to be sound beyond all dispute. It 
will make a considerable difference if the farmers are able 
tomake their views effective at Ottawa in July. 

Meanwhile spring is here and, as already stated, the 
possibilities of spring in the West seem almost illimitable. 
There is already in anticipation a certain incipient 
quickening in the air of the Western cities. At Winnipeg 
the makers of harness and workmen’s overalls are working 
8 they have not done for a long time past. The great 
department stores note some improvement. Here and 
there a business is picking up. ‘The owner of a number 
Facer yards in different parts of Alberta reports that 
ee are better. A country hardware shop | shows 

Proved results due to trading now on a cash basis only. 
Pe to be nature’s generous year and T me 
ie = have a large crop, the result would be fe t ng 

§2 the East as well as the West. The eee 
29 
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would at once become bu 
wheat haulage whatever 
turers in the Fast would 
the increased consuming 
there should be no improvement in Prices, a Ven if 
should Practically sweep away unemplo 
and to a considerable extent in the East also, 
were, in addition, to be a moderate improve 


price, say, from 65 to 75 cents or even more, the consequences 
throughout all Canada might be electric. 


sy—they would bene 
the price of wheat, 
immediately feel the e 
power of the West, an 


yMent in the West 


Ment in the 


Canada. 
April, 1932. 
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AUSTRALIA 

INISTERS who return to office after a period spent 
in opposition are very much in the position of a family 
coming back, after having had tenants in the house for a 
ear or two, to find that the furniture has been put in 
impossible places, that the garden has been stocked with 
quite unwanted species, and perhaps that (as with the 
“United Australia” family) the hedges, left uncut, have 
grown rank and uneven. The time is ripe for quick 
decisions and important changes ; everything clamours for 
immediate attention, and all is bustle and excitement. 
The whole family is impatient to have the house in order and 
to be “ settled in.” It is in this kind of strenuous activity 
that the Lyons Ministry at Canberra has spent its first 
threemonths. ‘The Government has “ got into its stride ” 
very quickly, much more quickly than has been customary 
of late years. It met the new Parliament in the middle of 
February, with the main lines of ministerial policy already 
laid down, and at once brought in two measures which are 
likely to prove historic—the first downward revision of the 
tariff in the history of the Commonwealth and a Bill to 
coerce the defaulting State of New South Wales, which is 
quite without precedent in British countries. 


I. New Souru WALES VERSUS THE COMMONWEALTH 


, ROM the very start, Mr. Lang has been an unwilling 
` Participant in the system of unified loan arrangements 


: _ Which was established by the financial agreement of 1927.* 


There was full co-operation during Mr. Bavin’s Premier- 


q ship (1927-1930), but when Mr. Lang again became 


Temier it was not long before he found himself completely 


| variance with the other members of the Loan Council 


ù matters of financial policy. He propounded in Feb- 


i os Tue Rounp Tastr, No. 69, December 1927, pp. 181-190, especially 
fee 334 
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ruary, 1931, his own ; 
eG ae scheme for Meetin 
arrassments of the country & the finang 
; The first proposal (he said) was that Aust 3 
interest overseas until the British fina ae 
Australian debt on the same terms as A ncial 1nterests fun ! 
debt ... The second proposal was Gas funded t > 
(internal) interest burden being borne by he = 
mental and private finance. T 
These proposals were rej 
s p 2 Us were reactia by all the other Aust 
c ments; in Mr. Lang’s own words, “ the 
rejected unanimously and emphatically, wi fee 
x m aly, without argum 
and with horror.” The New South Wales Lepisl E 
Council refused to pass a reduction of interest Bill = 
to give effect to the second of these proposals ey ioe 
maximum rate of interest in New South Wales of 3 oe ae 
ao same month (March, 1931) Mr. Lang failed to pro- 
vi e the Commonwealth with the moneys required to meet | * 
the interest on certain loans in London and New Yor, | mi 
By thus defaulting on his obligations under the financial | "t 
agreement, he put the former of his proposals into actual | ™ 
operation. The Commonwealth Government resolved 
that it could not allow the financial credit of the whole 
country to suffer for the policy of one State, and itself 
provided funds abroad to make the interest payments 
This action was cordially endorsed throughout Australia th 
and was clearly in accord with the spirit of the financial M 
agreement. The great advantage claimed for that o a 
ment was that the overseas lender would be able ufo k 
to the honour and credit of the whole Australian peop% 


lia should : 


7 e 
tion of the 


lia, both in govem 


ralian 


ative 


figi 
and need not be apprehensive of a weak State oF z aA a 
sponsible Government. So far, therefore, as New z o do 
Wales was concerned, a definite attempt had bee eae re 
put the “ Lang Plan ” into operation. Thay ved the la 
to the Scullin Government and the courts (which > Aa Aa 
Legislative Council from destruction), E certain A 
result of the attempt was to transfer the bur È a whole; abl 
interest payments to the Commonwealth a pe made al 
which meant that, unless New South Wales al would 
to pay, the whole of the rest of the Common 
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subsidising the defaulter. _The Commonwealth in- 

‘tuted proceedings in the High Court to recover the 
| sti Pit had paid. The issue between Commonwealth 
| A State appeared to be squarely joined. 

In June, 1931, however, the situation was altered by the 
adoption of the Premiers’ Plan.* Reluctantly, in order to 
et money for current expenses, Mr. Lang agreed, along 
with the others, to reduce the adjustable expenditure of his 
overnment by 20 per cent. and to restrict his budget 
deficit to an agreed figure, in consideration of the conversion 
of internal governmental debts at a reduction of 22} per 
cent. in the interest payable. The interest reduction was 
not as great as he himself wished, nor did it coversas wide 
arange, but it was at least in the right direction, and he 
claimed it as an instalment of the “ Lang Plan.” Shortly 
afterwards, he admitted liability for the four and a half 
i | millions which the Commonwealth had paid overseas in 
| | interest on behalf of New South Wales, and undertook to 
| | meet all future liabilities of the State as they fell due. If 
4 | not harmony, at least co-operation, seemed to be restored. 
Co-operation, however, proved to be both uneasy and 
4 | shortlived. 

At the end of January, 1932, the Australian Loan Council 
and a Premiers’ Conference met, now, of course, under the 
| | chairmanship of the new Prime Minister and Treasurer, 
. | Mr. Lyons. The primary business was to review the 
, | &tent to which the several governments were keeping 
within the financial limits agreed upon in June last. “The 
_ figures submitted were disquieting, for they showed that 
, f the estimated deficit for the seven governments as a whole, 
for the year ending June 30, 1932, was almost 50 per cent. 
teater than had been contemplated under the Premiers’ 

lan, in spite of the fact that everywhere, except in New 
South Wales, adjustable expenditure had been reduced by 
jet the covenanted 20 per cent. Only Victoria was 
€ to show an estimate that was actually within the limit 
owed ; the Commonwealth and South Australia expected 


“See The Rounp Taste, No. 84, September 1931, p. 888 eż seq. 
Xx 633 


þe 


aeee eaa a r ee eh a o 


` 


a 
<S CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 
e 


coe 


Naa Australia 
to keep their deficits down to their respect 7 
other four States all showed increases of rae limits; 

Increases of 60 per cent. in New Souci Festi, 
Western Australia, of 200 per cent. in Quee ales ang in 
180 per cent. in Tasmania. The position Nsland, and of 
seen best in tabular form. mays Perhaps, be f 


(A.) Dericirs AS Compa W P ? 
RED ITH 
REMIERS Pray 


nm m -IT me e œo ee ee eee 


Plan 
anuar i 
Government, Deficit. Ese Yarn reentage | 
L ne Variation, 
Commonwealth .. E 1,150,000 LICO 
Q 150,000 =< 
New South Wales Ag 5,910,000 
Wicton 2722 9,370,000 plus 6 
ictoria .. te re 1,610,000 1,550,000 minu 
Queensland ie xn 760,000 2,320,000 aa n 
South Australia .. 33 1,500,000 1,500,000 = 
Western Australia a 1,200,000 1,920,000 plus 6y 
Tasmania = ae 90,000 250,000 plus 180 
= f 
Totals a ++ 12,220,000 18,060,000 plus 50 
(B.) PERCENTAGE REDUCTIONS IN EXPENDITURE. N 
Commonwealth .. Sa ae South Australia .. .. 2 | b 
New South Wales SeS Western Australia cyii 
Victoria .. a 228 Tasmania .. emer) N 
Queensland eh eT 


In the face of figures like these the talk of reductions in 
taxation with which the meetings of the Loan Council had 
been heralded came abruptly to an end. The ne 
figures showed that even the work of checking the drift a 
not yet been fully accomplished, and illustrated the valu 

iodi evi í he Loan Council. 4 d 
of the-periodical review provided for by the ie A 
There had been a certain, and very natural, T fe in 3 
regard the Premiers’ Plan as having placed the En 1: 
the Australian governments in a sound and z a | 
position. The review of the first half of ae 2 mws Wy 
that they still needed further care and e 5 Common ES 
clear that some States would have to call zoo of Fy 
wealth Bank for further accom of the YH! Wt 
their loan requirements for the -remain 


5 cast dC 
s having ĉ 
~ Queensland was in.the fortunate position >i = 
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pserve upon which to draw. In the case of Western 
Australia and Tasmania it was agreed that, inasmuch as 
"they had complied with the Premiers’ Plan so far as con- 
| cerned reduction of expenditure, the Loan Council should 
t the Commonwealth Bank to make additional 
jdvances representing half the amounts by which their 
| deficits would exceed the deficits provided for in the Plan. 
The governments had in return to undertake to find— 
either by increased taxation or by additional economies— 
the other half of the estimated increase. The whole 
position showed clearly the difficulty of obtaining budgetary 
equilibrium in Australia under present world conditions. 
Taxation had been increased on all sides but revenue was 
falling, and any possibility there may have been of securing 
a reduction of the overseas interest bill had been rendered 
far more remote by the filibustering policy of Mr. Lang. 
Our primary concern, however, is with the relations of 
New South Wales to the rest of Australia. Mr. Lang’s 
budgetary position has already been referred to. The 
figures prepared for the Loan Council showed that New 
South Wales alone had failed to reduce expenditure by the 
amount agreed upon last June and that the estimated 
deficit was 60 per cent. greater than even the huge amount 
provided for in the Premiers’ Plan. Mr. Lang had already 
had additional advances, and the disgruntled treasurers 
learned with apprehension on January 29 that he would be 
unable to meet in full overseas interest payments falling 
due in London and New York between February 1 and 
February 4, amounting to some £958,000. He had, he 
“plained, £458,000 in hand, and he asked the Loan 
Council’s sanction for a request to the Commonwealth 
Bank for an additional advance to cover the remaining 
£500,000, 
The answer was a unanimous, and not unnatural, “ No.” 
& Lang, it was explained, “ had made no serious attempt 
nour his obligations under the Premiers’ Plan.” The 
‘mmonwealth Government announced that it would, 
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ae Australia 
therefore, refuse to support the 
advances to New South Wales. 
Frid 
if, on the Monday, Mr. Lang di 
anxious consultation, the Commonwealth eani 
ment resolved not to follow the course taken þ a 
under similar circumstances in 1931, but to 
strict legal position under the financial agreeme 
throw upon Mr. Lang, in the face of Ancia rde 
world, the responsibility for a definite act of a te 
meeting overseas obligations. On the Saturday, Me Da 


accordingly announced (with the rather hesitant 
of the Loan Council) that :— approval 


In the event of a default by New South Wales on Monday, bond- 
holders will have to wait for interest payments until legal action is 
taken or money is made available by New South Wales. No payment 
to cover liability will be made on Monday by the Commonwealth, 


The Commonwealth, he said, regarded itself as a trustee 
for the bondholders and would take immediate steps to 
recover the moneys due from New South Wales. 

This announcement was regarded in some quarters as a 
repudiation of all responsibility by the Commonwealth, 
and the Government’s action was subjected to a good deal 
of criticism. It has since been explained, however, that 
the Government at no time intended to postpone the H 
ment for any considerable period, but appeared to a 
that it would be in a better position to take action TE 
New South Wales if default by that State had vad 
occurred. On the day following the actual de a 
Government explained its position more fully, os “li 
intimating that in the ultimate resort the See i 
would be responsible for the payment of Pa an 
respect of which New South Wales oe yen to reco"! 
announcing that immediate steps would be Commonweal 
the amount involved. A week later the rrangements to 

announced that it had been able to make a 
_ pay the amount due at once. 
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The Commonwealth Government took, and appears to 
have been justified in taking, the view that the financial 
agreement did not make it directly liable to the bondholders 
A respect of pre-agreement loans; for, although the 
Commonwealth had assumed liability as between the Com- 
monwealth and the States, this did not amount to a sub- 
stitution of the Commonwealth as the actual debtor. The 
phondholders’ only action lay against the defaulting State. 
The financial agreement was not in fact drawn up in con- < 
templation of default by any of the parties. Legally = 
unassailable though this position was, it was certainly out 

of accord with the whole spirit and purpose of the financial 
agreement. The great advantage of the agreement was, 

as has already been said, that the overseas lender would be 

able to look to the credit of the Commonwealth rather than 

to that of any particular State. The danger of the course 
proposed by the Commonwealth was obviously that the 
credit of the whole country might sink to the level of that 

of the weakest and most irresponsible State. The Com- 

monwealth fully recognised this, and when Parliament met 

a fortnight later, Mr. Lyons brought in a measure “to 

resolve doubts which have arisen as to the liability of the 

Commonwealth to bondholders in certain debts of the 

States taken over by the Commonwealth.” Under the 

terms of this Act the Commonwealth has now assumed 

direct liability to the bondholders. But the Government 

had felt that the interests of Australian credit itself required 

It to take some drastic step such as the one it had taken. 

To, begin with, New South Wales has other and heavier 

interest payments to make in the next few months, and the 

Commonwealth felt that so long as it was prepared to i 


kU 


A shoulder automatically the responsibilities of the Govern- 4 
i ment-of New South Wales, Mr. Lang would simply go on B 
h defaulting, That would produce a serious enough financial ; 
i Position for the Commonwealth Government. It also 


fatened the stability of the whole federal structure. 
€ other States would soon find intolerable a relation 
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s Bete Australia 
which bound them all to suffer for the refy i 
Wales to honour its obligations, Sal of Ney, 
The problem remained of deal 
Hopes began again to centre upor 
Governor of New South Wales would regard that the 
default as warranting him in dismissing A this fresh 
dissolving the Parliament. Sir Harrison Moons ang and 
that the Governor’s reserye Power of dismi TBBested 
. properly be exercised when it became clear she might 
of a Ministry was contrary to the will of the ey 
that the federal elections in December had aha | 
conclusively that the electorate of New South me 
disapproved of Mr. Lang’s policy; and that the ne 
dependence of the units in a federal community afforded an 
additional reason for exercising this power, since the 
unwisdom of one government might (as in this case) 
impose hardship, and even ruin, upon all the rest as well, 
Sir Philip Game, however, made no move. The risks 
involved in intervention by the Governor ina self-governing `| 
colony are necessarily both great and incalculable, as more | 
than one of His Majesty’s representatives has found in 
recent years. If the fallen Premier, by denouncing the 
“ imported ” Governor as unconstitutional and undemocra- 
tic (and in this particular case by raising the cry of “ bond- 
_ holders or babies ”) could rally sufficient popular support to 
obtain a majority, the situation would be worse than ever. 
The next step, therefore, was to devise some a 
means of making New South Wales pay. There ee, | 
to be no certainty that Mr. Lang would satisfy even 4 ee * 
ment of the High Court for the amount due, and a 
was, therefore, had to the powers of the Cor T a m 
Parliament under Section 105A of the cont at i 
« make laws for the carrying out (of the np a = 
by the parties thereto.” The result was P piece 
Agreement Enforcement Act, 1932—@ i cemer 
islation. Ordinary judicial methods ; 5 a 
egarded as inadequate, the object ae 


ing With the 
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gable the Commonwealth to intercept any specified 
revenues of the defaulting State. The procedure is simple. 
jn case of default the Commonwealth Auditor-General 
may be required to give a certificate showing what moneys 
| gre due from the defaulting State, and thereupon the Attor- ae 
| ney-General is authorised to apply to the High Court for a 
-declaration that the amounts set out in the Auditor-General’s 
"certificate are due and payable and unpaid by the State to 
the Commonwealth. ‘The Act goes on to vest remarkable 
powers in the Commonwealth Parliament. Since there : 
js, in the present state of the law, no adequate means of 
enforcing a judgment against a State, it is enacted that the 3 
two Houses of Parliament may resolve to apply to the E 
defaulting State, in respect of revenues specified in the 
resolutions, the special procedure for enforcement provided , 
by the Act. Thereupon the specified revenue of the ' 
State is to become payable not to the State authorities, 
but to the Commonwealth Treasurer as from a date to 5 
be fixed by Commonwealth proclamation, and during the 3 
currency of such proclamation. It is further provided 
that the Commonwealth may sue for and recover amounts 
which would normally have been paid to the State by tax- 
payers—thus protecting the Commonwealth against refusal 
to pay taxes ; that payment to the State shall not operate 
as a discharge, whereas payment to the Commonwealth 
shall so operate ; and that it shall be a criminal offence, 
punishable by fine or imprisonment or both, for the tax- 
\ Payer to make, or for any State Minister or officer to receive 
or permit, payments in contravention of the Act. But 
even this is not all; the application to the High Court for 


h adeclaration may be postponed if the Houses are of opinion 
w that by reason of urgency the special procedure should be 
) applied at once. Under such circumstances the Houses 
: may resolve to apply the Act immediately upon receipt 


of the Auditor-General’s certificate. In addition to these 

Powers, the Act authorises the Commonwealth to retain 

Moneys payable to the defaulting State under the oe 
39 
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agreement, and to demand payment t A 
of an : : o the 6 
Seater held by banka on bebalt of shasta 
The Commonwealth acted by way Ghee Ing 
procedure, and immediately on recej t € “Mergency 
General’s certificate the Houses p Pt of the Auditor 
ing the Act to New South Wales, in respect of apply. 
not only from what might be called luxur i revenue 
racing and betting and entertainments) fe a (as on 
and income taxation as well. The advantage fadoa ee 
procedure is, of course, that if it should became A 
to protect the interests of the Commonwealth Beat 
decision of the High Court could be given, the Con a 
wealth could issue the proclamation wichoun delay oan 
wise it would be politic to wait for a determination by a | 
Court. Mr. Lang applied to the High Court for a declara- 
tion that the Act is invalid, and pending the judgment the 
Commonwealth did not issue the proclamation to put the 
garnishee ” procedure into operation. The High Court 
has now, by a majority of four justices to two, upheld the 
validity of the Act. Meantime Mr. Lang has repeatedly 
declared that his Government will take any and every step 
to defeat the Commonwealth. He has taken the precaution 
of withdrawing in cash from the Sydney banks the balances 
standing to the credit of his Government. He has threat- 
ened also that if the commercial classes in New South 
Wales, the supporters of Mr. Lyons’ Government, 15s 
that these moneys shall be paid to bondholders 2o P 
he will impose special taxes by means of which it may, s 
done; but that he will not allow the burden to fall upo 
“ the people ”’ of New South Wales. ba 
It is clear that not only federalism, but oe walla) 
government itself is come now to a decisive test 12 2i : 
and there are many misgivings as to the oa e 
issues between the Commonwealth and New z r social 
are not merely legal and financial, but politica at "j 
as well, and it is by no means certain that action i 
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| ye one issue will resolve the others too. The issues 


ol 

: | prolved have not in fact been kept at all clear in the public 

jjscussions s0 far. It is perhaps inevitable that, under a 
Ay federal constitution, political thought should take a legal, 
on i and almost a forensic, direction, But unless care is 
I | exercised, this necessity for considering always the legal 
mwe f basis of political action tends to concentrate undue attention 
P on the constitutional power to take a course of action con- 
t templated, and to relegate to second place consideration 
his of its substantial merits and its political wisdom. The 
ary discussion of the Financial Agreement Enforcement Act 
4 has been a clear case in point. Much doubt was expressed 
vn whether the measure was really within the legislative power 
yi of the Commonwealth Parliament, but, once convinced 
Ne that the measure was constitutionally valid, supporters 
fe of the Government were very commonly disposed to 
he assume it to be desirable, whatever its com , unless 
he some other effective “short cut” could bes d. 
ii A great deal of the discussion of the Act proceeded on 
he the assumption that it is an Act to make “ Mr. Lang ” pay ; 
ly that it is an act of protection against “a political outlaw.” 
ep This kind of personification is a very common thing in 
mn politics, both domestic and external, but it is very dangerous. 
es The Act is in fact an Act to ensure that the service of over- 
E seas loans will be a first charge upon the revenues drawn 
th from the taxpayers of New South Wales. This is, of course, 
st Contrary to the policy of the Government of the State, 
E and much of the support of the Act has been based on the 
e g vew that the New South Wales Government has ceased 
n to command the support of a majority in the electorate, 

and that eventually it will be decisively rejected at the polls. 
1 Obviously, however, this expectation would be considerably 
af Weakened if from any cause Mr. Lang is able to rally fresh 
e [| “kort during the life of the present Parliament. This 
ee eet makes so hazardous a venture the policy represented 
l 9 7 the Financial Agreement Enforcement Act. Default 
| f deed must be restrained, and the federal bond would 
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: Australia 
u ee pe long the kind of 
ee ately made upon it, N 
feeling is stil] very strong in Australia 
that the State taxpayer, conscious of his Corg assumir 
citizenship, obeys without question or re wn 
of the Commonwealth, the very natur t the | 
proceedings can scarcely fail to s 
the State Government. The T 
Government have, indeed, already protested against 
position in which the Act places a State, and Tig i 
and Victoria intervened along with New South Wales 
challenging the validity of the Act. Yet it is not fi i" 
supposed that either Government has the slightest wit 
pathy with the methods of Mr. Lang. ; 
It is therefore possible that a State Government deter- 
mined to resist, as the New South Wales Government now 
seems to be, may not only gain a good deal of popular 
sympathy on the constitutional issue but may actually 
make the enforcement of the Act difficult. In the long 
run, it is upon State taxation officers that the Common- 
wealth must rely, and it is upon State police that the 
enforcement of all Commonwealth law depends. The 
Commonwealth has now, by proclamation, put the Act 
into operation with respect to income tax, and the whole 
country awaits the result, not without anxiety. 


atliament an 


II. IMPERIAL PREFERENCE 


T the Ottawa Conference in July, Australia Be y 

represented by the Assistant-Treasurer, w a 
and the Minister for Trade and Customs, r cae 
Considerable public interest is being shown n aa 
ence, and hopés are being expressed that it wi en 
a new era of prosperity by placing imperial ae er 
on a new footing. Hitherto, trade B atte 
Australia and Great Britain has been rae wait of pret 
consistent free trade policy does not easily Bees appar 

ence. But this one-sided character has bee 
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a 


a real, for Great Britain was able to make some con- 


sessions despite her traditional policy, and Australia stood 


| gemly for protection first and preference afterwards, Now, 
$ ~ nat 
í however, that Great Britain has abandoned free trade for 


protection it seems that a policy of mutual concessions 
may be further developed. In Australia, ever since 
references were granted, we have been accustomed to take 
up the attitude that our generous gifts have been spurned 
by Great Britain, and the door “ banged, bolted and 
barred ” against us. But the fact is that our gifts were 


| chosen with an eye primarily to our own welfare and only 


secondarily to that of the Empire. It cannot be too 
strongly emphasised that protectionist sentiment in Aus- 
tralia demands and secures that Australian industries shall 
be protected against all rivals, and the greatest rival of 
the Australian manufacturer is the British manufacturer. 
Our trade policy of protection and preference has been 
designed, first to protect Australian industries, and then 
to give preference to the British producer over the foreign 
producer. These facts serve to explain the indifference 
or hostility in Australia to the policy of Empire Free Trade. 
Before the Australian public could welcome Empire Free 
Trade in the literal meaning of the term it would need 
to suffer a change of heart similar to the nineteenth century 
conversion of British manufacturers to free trade, and this 
it is idle to expect. 

Frequent attempts, none of them satisfactory, have 


1 
een made to calculate the value of the preference granted 


by Australia to Great Britain by estimating the amount of 
duty which, but for the preference, would have been paid on 
titish goods imported into Australia. The real advantage, 
owever, afforded to the British manufacturer by preference 
occurs when his goods have to compete with similar goods 
E foreien manufacturers subject to a higher duty. The 
reduced duty obviously offers an inducement to the 
"tralian consumer to purchase British goods in preference 
“foreign goods. Where the market is largely in o hands 
; 43 
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ars Australia 

of the British Manufacturer, so that the A 
sumer in any case would use British Ustralian 

o f Sods, the “en, 
1s not of much advantage to the British Ot 
although it is to the Austr man 


! alian consumer, T% tte 
since 1929 have materially reduced the ad E 


preference gives. The increased duties and 
placed upon certain imports by the late 
ment, whatever may have bee 
balance, have made it impos 
to enter Australia. In the 
comfort to the British man 
also have been excluded. 

It seems clear that, if genuine concessions are to h 
made by Australia at Ottawa in return for equally sae 
concessions from Great Britain, the Present Australian 
tariff will have to be revised. Great Britain has Tetreated 
from free trade and, if Australia retreats from high pro- 
tection, they may meet on the common ground of a 
reciprocal trade policy. 

Recent political events in Australia furnish an excellent 
example of the difficulty of tariff reduction, Even before 
the present depression was in full swing not a few doubts 
were expressed in responsible quarters as to the dangers 
of extreme protection. As the depression deepened so 
the dissatisfaction grew. So much has been said of the 
necessity of reducing costs of production that it is easy 
to understand that tariff costs did not escape criticism. 
It cannot be said that there is any considerable free mi : 
Movement, but public opinion, hitherto cowph i 3 
much more critical of the tariff, especially since the en 
made by the Scullin Government. The aa Seat : 
that tariffs reduce unemployment wears, in the i the 
hard economic fact, rather a jaded look, zi F w UP. 
public is recognising that infant industries se Í Se patty 

Both the Country party and the United > downwat 
went to the recent elections pledged to t ie trade, 
revision of the tariff. Neither party support 
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put tarif reform is coming to mean, for the first time in 


Wiis generation, tariff reduction. The Country party 
pade it a condition of joining a composite Ministry that 


the customs portfolio should be allotted to their leader. 


| This was refused, but the Tequest shows how important s 
i hey considered the subject of tarif revision. Their 
} jttitude is noteworthy in view of the present position of 


the parties in the House of Representatives, where the 
Lyons Government commands the direct support of only 
47 members (including the Speaker) in a house of 75. 


| But, since the 14 members of the Federal Labour party 
| ae pledged to the maintenance of high protection, an 


alliance to force tariff reduction upon the Government is 


| out of the question. 


In the Governor-General’s speech the Ministry indicated 
that changes in the tariff would be made with caution, 
that recommendations from the Tariff .Board—practically 
ignored by the Scullin Government—would receive close 
attention, and that the surcharges and prohibitions would 
be reviewed at once. A week later, in accordance with 
this promise, Mr. Gullett introduced into the House of 
Representatives a new tariff schedule, and further ex- 
pounded the policy of the Government. Under this 
schedule 69 items were reduced, 11 increased, 43 out of 
78 prohibitions were revoked and 19 special duties repealed. 
The aim of the Government, according to its spokesman, 
Was to reduce costs of production, and particularly to 
bridge over the difference between the price of what the 
Australian farmer buys in a protected market and what 
he sells at world prices. The Government believes that 
Costs could be reduced by removing excessive duties either 
on manufactures or on primary products, and in carrying 
out this policy proposes to be guided by the recommenda- 
tons of the Tariff Board. 

he reception given to these proposals illustrates the 
taordinary difficulties of tariff adjustment. A storm 
5 arisen over amendments to the tobacco schedule, 
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N Australia 
following mainly the advice of the Tarif B 
enormous duties had encouraged growers oard 
so that the production of Australian toba 
The reduction stil] gave the local grower a 
cent. over imported leaf, but farmers? repres 
duties on primary products as some compensation ¢ gard 
subsidy to manufactures involved in other duties OF the 
Leader of the Country party led the opposition 5 the 
reductions, while the all-round Protectionists Ta ee 
with some satisfaction, The amended schedule on 
probably be carried, especially as the Government a 
arranged with the tobacco companies to purchase the leaf 
at a payable price of 2s. 3d., but this unusual action ig 4 
reaction to a pressure which it felt to be irresistible, and it 
will no doubt approach the consideration of the Ottawa 
policy with the utmost caution. 

The difficulties of Empire tariff adjustment are indeed 
formidable. If an infant vested interest like tobacco 
growing can exercise such intense pressure for protection 
of almost astronomical proportions against Australian 
consumers, is any well entrenched secondary industry going 
to suffer any sacrifice at all in favour of industry overseas } 
The question is not one of economics or even business, itis 
one of politics ; and the extraordinary power of organised 
interests over modern Parliaments suggests that the area 
of possible action is small. Atthe present time the Govern- 
ment is engaged in studying the question and in oe 
the necessary data. It is bound to be protec A 
realises that the Scullin tariff was extravagant and a, A 
it wants to give preference without sacrificing the Ta 
character of its policy. It sees, however, T a 
inyested and-many men employed in industries cae 
entirely dependent on the tariff. ae sate we are pre 

The policy adopted will have to ae ple task. What 
pared to give and what we feel is ee che expers 

. we are prepared to give must be aS a An increas? 
~ either of foreign industries or of Austragan 
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Imperial Preference 
ithe margin between the British tariff and that on goods 
o 


| fom other countries will not be easy in all cases. Generally 


3 caking it must mean sacrificing revenue by lowering the 


| pritish rates or increasing prices by raising the foreign 
| ates Upon articles in which British industry is apparently 
pot able to give equal service at equal cost. Nevertheless 


there will be little difficulty from political quarters in this 
type of concession, and quite a respectable gift of trade 
can be made though at some sacrifice, But if Ottawa is 
to be of real benefit, to Australia from the point of view of 
cost, and to Great Britain from the point of view of trade, 
it must be by a reduction of the excessive duties and pro- 
hibitions with which the Scullin schedules flattered and 
encumbered Australian production. The reasoned recom- 
mendations of the Tariff Board have revealed a very large 
number of items upon which the haphazard tariff has only a 
negligible protective value, though a great restrictive effect. 
The whole schedule could be combed out for such items 
and their elimination would be a valuable contribution to 
Empire trade. Even such a process would encounter 
opposition from fanatical protectionists who consider any 
reduction at all a blow to protection, and are quite unable to 
see that the success of protection in a limited area like 
Australia depends on its selective character. They will 
probably fight to save the totally exotic and extravagantly 
Parasitic industries, the existence of which depends entirely 
onthe tariff. In those cases it is really “ more blessed to 
give than to receive,” for the Australian conditions are not 
Suitable and the market too small to carry an economic 
Producing unit. Finally, there are many items on which 
the duties could be lowered so that they remain protective 
Ut cease to be prohibitive. Such duties even when 
teduced would secure for efficient Australian manufacturers 
the whole of the Australian market for the big standard 
mes for which there is enough local demand to run pro- 
ucing units economic in size. At the same time, they 
Would pot prevent the import of special types or qualities. 
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as Australia 
Sheer lack of buying power in times of der Aai i 
limit to the value of all concessions, byt ae Places, 
to the rationalisation of the Empire js all Ae Dtri bution 
for in exchange for substantial help from th a © Roped 
for Australian export industries,  Pritis l 
; How can the British contribution, then hel 
industries? The chief exports of A the latter 
wheat, are both in difficulties, but a ” woolen 
would help neither, for there is a large Ẹ 
both which must find its market i 
Politicians and pedants have combine 
of Empire wheat quotas, but, as Professor Wadha 
fessor of agriculture at Melbourne, has pointed out, quota 
systems are not likely to suit countries which hope toextend 
their wheat areas. Proposals have been carefully examined 
by experts and students in Australia and they have come to 
the definite conclusion that no System yet devised will be 
‘of the smallest benefit to the Australian wheat grower, 
while it is difficult to over-estimate the degree to which 
such a system would endanger hardly-won business con- 
nections and dislocate the established channels of trade, 
The two great primary industries can best be helped 
through their side-lines, the most important of which is 
meat. A preferential duty on lamb and mutton pai 
encourage that diversification of agriculture which 1s 80 
much to be desired. The pioneering section of the ey 
however, beef production, is in greater difficulty ne 3 aah 
be salvaged by preference. ‘Here, of course, ne R 
of British industry as well as British interests n set D 
are involved. Australia has not yet landed c ed there 1 
in Great Britain and as frozen beef is not favour q 
it seems unwise to press for any en LA such ) 
Primary industries, in which the la our oducts; fruit 
as dairy produce, butter, cheese, eggs, P18 i o, hops, Pes 
wine, brandy and malting barley, sugar, a production 
etc., form a most important section of Se preference: 
and would as a class benefit most from br 
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Imperial Preference 


qi Some of them, notably apples and barley, are holding ier 


own in the world markets without assistance, Others, 
such as dried and canned fruits and wine, enjoy certain 
preferences” already, and great benefit might be obtained 
| from the extension of the preference to types hitherto 
missed. Another group—sugar, rice, hops, peas—wil] 
| probably benefit from Preferences granted Primarily for 
| other parts of the Empire. But they are either so highly 
subsidised in Australia or their production is so small at 
present that they could scarcely be made the subject of a 
special request. Lastly there is the class of “ semi- 
manufactures ’—flour, soap, sole leather and timber 
| sleepers. These represent practically the only manufac- 
tured exports ; they would benefit from a continuance of 
the 10 per cent. emergency preference, and the same applies 
to base metals, in which the cost of labour is a big factor. 
Australians must, of course, admit that costs and high 
standards of living are factors which affect the need for 
preferences from Great Britain—a country with lower 
standards—and that a system is being established which is 
artificial and cannot be permanent. However, the indebted- 
ness of Australia to the British people might make such 
assistance a measure of prudence. 

At Ottawa, Australian delegates would be wise to con- 
centrate upon the preferences which would be most fruitful 
i and cause most expansion, namely, on mutton and lamb 


1 and dairy produce. If these industries were made profitable 
ag Australia’s buying power for British goods would be 
f\2ncreased. No list of minor concessions would be of much 


À . . 
Tolf there were a failure in these major items. 


YWiastralia, A il 7, 1932. 
Wee pril 7, 193 


Poss cPr.—On May 13 the Governor of New South Wales dismissed 
Mr. Tak Som whose department a circular had been sent to depart- 
S rbidding them to pay money to the Commonwealth pe 
rider the ncial Agreements Enforcement Act. The Leader of the 

Pposition x \ formed a Government, and a general election 18-to be held 
a June r1. Whe proclamations putting the Enforcement Act into opera- 

_ "Were thesapon suspended.—EpirTor. A 
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SOUTH AFRICA 


I. THE PARLIAMENTARY Session AND OTHER Marr 
ERS 


HE main pre-occupation of the Session, so far aş it 

has gone, has been finance. The Controversy oyer 
the gold standard still dominates the field of politics and Ñ 
has become the principal issue between the Government 
and the Opposition parties. Officially the matter is still 
sub judice, as the Select Committee of the House Or 
Assembly, which was appointed early in the session to l 
consider whether the maintenance of the gold standard | 
was in the best interests of the Union, is still sitting and _ 
taking evidence. But the open mind, which such an 
inquiry would seem to presuppose, has vanished in the 
stress of the political battle. The dissident voices which — 
were raised within the Nationalist party in the early days | 
of the controversy have been effectually silenced by the 


demands of party discipline. On the Opposition side there ~ 
has also been a closing of the ranks, though one or Wo, 
dissenters still stand apart from their colleagues. af 
In moving for the appointment of the Select Sos ji 
the Prime Minister informed the House that, what TA | 
the report of the Committee might be, the Governi 
would adhere to their policy. of maintaining 
standard. ‘That indeed could not be left in do A 
only hope of their being able to maintain the g ‘he 
lay in convincing the public of their determ 
ability to do so. The Opposition, with pe gi 
reason, objected to the appointment of a comp di 
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parliamentary Session and Other Matters 


report would be a foregone conclusion, and would in any 
} ase have no influence on the policy of the Government. 
1 any, therefore, refused to take part in the enquiry. The 
| port will probably appear towards the end of the session, 
| put, while the evidence heard may compel some on either 
J de to abandon familiar arguments, it has little chance of 
“changing any convictions. The complaint which is mostly 
| heard now against the maintenance of the gold standard 
| isthe scarcity of capital and credit in the country. Mort- 
page bonds are being called in, money on deposit with 


TERS eres 

banks and other financial institutions is being withdrawn 
ag jt | advances on the best security are almost unobtainable, 
' over .| The opponents of the gold standard attribute this to the 
sand | rush to buy sterling which followed the abandonment of 
ament | gold by Great Britain. Capital, they say, has left South - 
is still Africa to such an extent that business is being strangled. 
se of | The Finance Minister in his budget speech estimated that 
on to | since September last the transfer of money from South 
ndard f Africa in excess of the normal exchange transactions 
gand | amounted to £9 million, but competent observers outside 
h an | the Treasury put the figure much higher. 
n the The policy of the Government is to maintain the cur- 
which j tency on the gold parity of the British sovereign and to 
r days subsidise, at the expense of the taxpayer, the exporter of 
y the | primary products, who is being most severely hit by the fall 


there | m world prices and the adverse exchange upon his dealings 
r two ~ With countries whose currency is depreciated in relation 
ge! the old gold parity. The producer whose products find 
& market inside the country is protected as regards the 
pg ternal price by tariffs, and by other devices, which are 
A or less effective in proportion to the extent to which 
N n¢sernal market can absorb his product. ‘The con- 
} Pe S gets little if any benefit from the fall in 
‘a ia > while the advantage with regard to imported 

Tier S whi ich he might have expected to gain from the 
i. Qld value of his currency, is largely nullified by the 

4s@im the general customs tariff imposed in order to 
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=e South Africa 
find the revenue which is re 
subsidies on exports. 

The budget statement of the Fj 
looked for this year with more than the ustal 
The position which it disclosed is certainly serj 
leaves us with the consoling thought that it is b 
that of most countries in a similar state of de than | 
our own, that is a consolation which we owe entin to l 
continued high rate of output of the gold ead 2 the 
Witwatersrand. The Minister had to face a dro i i. | 
revenue estimates for the year ended on Mark 
£2,773,000, which brought the expected revenue for th 
year to {26,900,000, against which, after all the reductions | 
in expenditure which he had been able to effect, he had to | 
face an expenditure of £28,100,000—a deficit of £1,200,000, | 
This, added to the deficit carried forward from the previous 
year, left a shortage on the revenue account of £2,100,000, 


quired to meet the Cost of 4 
0 the 


n a 
pas Minister Was 


Mtereg, 
ous. Jf it | 


The prospects for the year now current were worse than | not 
those in which the last budget had been framed, and he f me 
accordingly estimated for a revenue this year of (25,845,000, | exc 
that is a reduction of £3,828,000 on the previous years | Bri 
estimate and of £1,055,000 on the actual collections. ‘The fin 
expenditure he put at £27,479,000. He was, therefore, } tot 
left with a contemplated deficit on the current year ; r 
£1,634,000, which, added to the accumulated eet a 
previous years, leaves the revenue aca aS a NE 
£35734,000. This itis proposed to provide for by ef 


tion estimated to raise £3,535,000, the balance of eae : 
to be carried forward. Of the new aa ee A 
is to be. raised by an additional income tax oe P 
pound. on the dividends of gold mining Sere j: 
graduated surtax on interest derived from IVa 


carrying a fixed rate of interes 


custom duties, chiefly from a 8 


ea dition: to existing” ! 
74 per cent. in addi o od 
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| parliamentary Session and Other Mattes - 
| eprescnt the whole extent of the new burdens which the 


ei axpayel will have to carry in this year of depression. A 

a | special customs duty of 5 per cent. is laid on all imports 

; “(subject again to certain special exemptions), the proceeds 
i ] whereof are to go to a special fund from which is to be = 
m | provided that portion of the subsidies on exports of primary 

to | produce which is not included in the ordinary estimates 


he J of expenditure. These subsidies are provided for, up to 
he | the end of October next, tothe amount of £1,300,000 from g 

| the general revenue account, and {1,000,000 from the : 
| special levy of 5 per cent. Whether by the end of October 
he | the exporter of primary products will be able to dispense 
ns | with the aid of subsidies may be open to doubt, and to that 
to | extent the balance of the budget is not assured. A further 
0, element of doubt arises with regard to the revenue estimated 
us | tobe derived from the new customs duties. It is difficult . j 
0, | toshare the opinion of the Finance Minister that they will 
an | not affect the consumer but will be borne by the importing 
he | merchant out of the profits that he has derived from the 
00, | exchange advantage accruing to him on imports from Great 
rs | Britain and other countries whose currency has depreciated 
he | interms of gold—profits which he has not yet passed on 
i, | tothe public. ‘The general opinion is that they will increase 
of | the cost of living and act as an additional drag on our already 
of | lnguishing trade and industry, and will thus tend to defeat 
by j their own object as revenue producers. 
a «| The budget is balanced, at any rate on paper, but this is 
H0,4.athieved not so much by reduction in the expenditure as 
DOC: by an additional load of taxation, on a community already 
tilp boùring in the trough of unprecedented financial troubles. 
The estimates of expendituré for the year amount to 
1,479,000, in which, as has been said, is included an 
“Mount af £1,300,000 to provide for subsidies on exports. 
; for puliposes of comparison this is deducted, these 
‘tmates show a reduction of 3,210,000 as compared with 
eek estimates for the previous year. Of this 
| “tctian, however, £1,590,000. is accounted for by the 
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=a} South Africa 
estimated Saving in Tespect of inter 
loans due in London owing to A a 
sterling instead of gold. The etika Eos 
fore, in the cost of the administrative <0 1 
from the fortuitous profit on exchange—a, achine—, art | 


& 


the estimates for the previous year amount compared with f 
Apart from reductions in educational a P £1,620,000, e! 
the only serious curtailment of administratiy gc Brant, J 9 
is an all-round reduction in the salaries of atts Pencitirem ° 
rising from 34 per cent. on the lowest grades to i servantg, 

on the highest. The salaries of Members of Pa ; 
are reduced by Io per cent. and those of Ministers by as E 


cent. The general scheme of government activities, which 
many believe has now attained a magnitude in ak 
AE country in normal times can afford, remainsalmos } E 
Intact. fr 
The Minister of Railways, in presenting his budget for | 4 
the Department of Railways and Harbours, had an equally | se 
dolorous tale to tell. The railways and harbours are | su 
suffering from the drop in traffic due to depressed busines | in 
conditions, and in addition the railways, like railways | © 
elsewhere, have to contend with road motor transport | 8 
competition. The Administration commenced its opera- 
tions for the financial year which closed on March 31 with 
a deficit carried over from the previous year of £679,000. 
The results for the year just ended are expected to showa 
deficit of £1,800,000. The current year, therefore, n $ a 
with an accumulated deficit on revenue account of 1008 x a 
£2,500,000. No provision is made in the ee oe ® 
current year to liquidate this deficit. It is simP y id 
financed and carried forward in the hope of better 
For the current year the revenue is estimated at a, y 
and expenditure at £26,066,000, which w ae 
deficit of £69,000. The expenditure estimat 
considerable reduction over the two EOR 3 
reduced personnel, reductions in salaries and wag 
estimate of revenue is generally regarded ag 
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‘mistic outlook scarcely warranted by existing con- 


ut 4 ae It should be added that the expenditure figure 
a noted above includes working expenditure, depreciation 
art | and betterment, and interest on capital. In the railway 
th budget, therefore, the position disclosed, though serious 
i enough, will bear favourable comparison with that of 
ty | State railways or even private railways in many other 
re countries. 

ts, The results of the conference between representatives 
nt, | of the Union Government and the Government of India, 
nt | which was mentioned in the last number of Tue Rounp 


TasrE,* have now been made public, but it cannot be said 
ch | that they bring us nearer to a permanent settlement of the 
of | relations between the Indian community here and the 
st y European population. Beyond the renewed expression of 
friendly sentiments, the only practical step that has been 
agreed upon is the joint consideration of schemes of land 
ly settlement in countries where the Indian would not be 
re | subject to the social and political disabilities which are 
s | imposed upon him here—schemes in which the wider 
ys | experience of the South African Indian might be turned to 
tt | good account by the Indian Government in its attempt to 
a | find new outlets for its surplus population. A joint 
th | enquiry by the two Governments is to be instituted, and 
o | itis to be hoped that out of it may come something which 
a | will enable Indians here, without loss of self-respect, to 
ns / exchange their South African domicile for one where they 
Hy Swill attain automatically a status which is being definitely 
hej’: denied to them here. 

fF lia The financial depression through which the country has 
Aen passing is having its reactions in a general feeling of 
 UWsatisfaction with the existing political parties. Criticism 
of thesGovernment at such a time is inevitable, but it is 
‘combined with a distrust of the party system as it exists 
‘te. ‘Th'e idea is very generally, if somewhat vaguely, 
eld that ‘our politics have come to be a mere battle of 
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TET South Africa 
personalities, in which the pressing n 
neglected or relegated to the back 
some parts a more or less 


eeds of the 
TO 

active pro ee ere jg 

Propaganda for themes 


People ate 


z | 
tion of a centre ” party, led by persons who a forma. i 
deeply committed on either side to the ve to fv 
o 
part 


controversies, which would give us a Governmen 
Parliament able to devote themselves to the actua] t anda 
of the day. So far this movement has failed to ee 
form because no leader has emerged Strong enough fae 
the existing bonds of party allegiance. Butitisq sfin i 
of a political malaise which might at any time take a an 
development. 3 
In Natal the spirit of political discontent has taken the 
form of a movement for secession from the Union. So far 
responsible public men have kept aloof from the movement, ` 
but there is undoubtedly behind it a strong popular 
sentiment, which, without any very tangible basis, is 
deeply perturbed by what it regards as the anti-British 
outlook and policy of the present Government. Natal has 
never been wholly assimilated by the Union. Its represen- 
tatives came to the National Convention in 1909 strongly 
committed to the principle of federation, and only accepted 
the unitary constitution which was there decided upon 
with considerable misgiving. In Natal alone, of the four 
colonies which came into the Union, was the question sub- 
mitted to a referendum, and although the vote went bya fi 
two to one majority in favour of Union, the OPES 4 : 
minority has never altogether come over. _ Natal in ee j ~ z 
tion and sentiment is predominantly British. It has a is. 
wholeheartedly put aside the outlook and es me 
wa n Dominio 
British Colony for those of a South African r 
Consequently the rapid advances towards an 10¢¢P a 


inst hav Y 

status culminating in the Statute of w r. Natal $ te 
. e fi 6 

been regarded by a considerable section ot OP south 4 th 


. . . ion (0) y a 5 
with something like dismay. The eee point 
African flag, the agitation in some quarters bs 


he 4 
Gi neral, t i 
ment of a South African citizen as Governor yf ; 
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jnclusion of a trade treaty with Germany which gives her 
| he advantage of any extension of tariff preferences granted 
o Great Britain, the activities of a republican section 
yithin the> Nationalist party, even the proposal of the 


: Government to change oun currency to a decimal system, 
Fi have all had their effect in Irritating the sensitive nerve, 
x But perhaps the most serious cause of trouble has been 
le the dual language. Before Union, outside the districts 
ak | which were added to Natal from the Transvaal after the 
m | Anglo-Boer War, the Afrikaans language was to all intents 
us and purposes a foreign language in Natal. The Act of 
Union laid down the principle of equality as between 
ne the English and Dutch languages, but that principle was 


not at first applied as requiring public officials to 
t, be competent in both languages. In consequence, in 
ar | those parts of the Union where the English-speaking 
is f element was predominant the use of the other language 
sh | spread slowly, and in Natal, where it was seldom heard, 
as į not at all, With the advent to power of a Nationalist 
n | Government the regulations requiring a knowledge of both 
ly languages from public officials were more rigidly enforced, 
ed f and the impression was created in certain quarters in Natal 
n | that the language qualification was being purposely used to 
ur į exclude from the public services anyone who was not of 
b | Afrikander sympathies and descent. In Parliament the 
a j Members from Natal with one or two exceptions do not 
ig J Speak or understand Afrikaans, and therefore cannot 
te Aa bollow the speeches of members who use that language in 
ver? debate, Parliament thereby loses in great measure that 

<infllence which it ought to exert in bringing opposing 


Sa 


ctions into direct contact with each other’s point of view. 
7 she threatened breakdown of the Provincial Council 

Tte has intensified and brought to a head all the appre- 
1 “tsions. and ‘suspicions which have beset this section of 
: Natal. people since Union—that they are losing their 
J tty as.a British Colony in a larger body which is hostile 
“thei traditions and disloyal to their allegiance, and that 
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an z urea be; 

Ontiof thie has come the wna 
ear : ovement, Someti 
itself a secession movement, sometimes ; | 
movement—demanding sometimes complete 3 Evolution | 
the Union, sometimes membership on a i ionik 
It is doubtful if more than a small pro ke ‘eral basis, 
responsible citizens of Natal—even of inh ee Of the 
the movement at its public meetings—would come appl 
selves to either of these two objectives if it ong 
actual test. The movement so far is largely iara > 
a protest against economic distress and wounded na ee, 
sentiment. But a wise Government would not on that 
account treat it with contempt, nor fail to take note of it as 
the symptom of a real trouble in the body politic, which, if 
not treated with sympathy and understanding, may g 
deeper and strike at the foundations of Union. 


pon them 


aud 


tional 


II. Tue Native PoricY or THE UNION 1910-1932 


ERTAIN legislative proposals which call for more 
than passing comment are at present under discussion. 
There is the Native Servants Contract Bill now before 
Parliament, and a draft proclamation issued by the Minister 
“for Native Affairs under the Native Administration Act o 
1927, amending and extending to Zululand the Natal Native 
Code. Between them they cover native land, Jabour, | 
domicile, movement, and liability to arbitrary tee 
ment. To grasp their full meaning, however, ue AN I 
be put up against the background of South Africa ea 
ment in the sphere of native policy since the $ 
IgIo. ya 
"The debates on these measures have brought out fo i 
the antagonism between two rival points of ae. Africa A 
traceable very far back in the history of t only thos 
One is the claim of the man on the spot i i 
who are in daily contact with natives can under 
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The Native Policy of the Union 1 QIO-1 932 o 
; ght to be heard when their governance is in question. 


m, or ou ~ . 
j is a view which leads too often to the conclusion 


in } 
a zhat the black man is there for the benefit of the white. 
om | The other ïs the view of the man with the wider angle of 


sis, | yjsion which comes of standing back somewhat, who 
the f gsserts that those whose sensibilities are blunted by daily 
wd f contact, and whose apparent and immediate interests 
m- f conflict with those of the tribesman, are the very last people 
an | tohave the final word, and that in any event the native is 
e~ f an end in himself and, as such, entitled to a free and 
nal | honourable place in a mixed society. 
hat Once upon a time it was imperial officials, imported 
tas missionaries, and a fairly widespread body of opinion in 
, if the western Cape districts that upheld the latter view and 
g y} imposed it with a fair measure of success on the Cape 
Colony. To-day the imperial power counts for little, the 
missionaries for hardly more, while western Cape members 
are told, in both official languages, by men from the old 
republics and Natal, that they do not know what they are 
talking about. In short, the old liberal Cape policy has 
ore | been beaten back step by step, ever since Union twenty-two 
on. years ago; it is now fighting a desperate battle in the last 
or | ditch against the illiberal policy of the newer north. 
ter At the time of Union in 1910, the many, white, black, 
o and coloured, who feared this very thing, were assured that 
We f the native policy of the Cape Colony would doubtless, by 
ut; its inherent virtues, wean the rest of the Union from its 
o frontier ways. Besides, what could go wrong under a 
ust „ Parliament modelled on those at Westminster and Cape 
ae b Town ? This comfortable prophecy has been belied under 
Rath heads. Since Union the decay of parliamentary rule 
S gone on side by side with a definite retrogression in 
hative’ policy. š 
The™decline of constitutionalism can be dismissed 
shortly, >It is sufficient to say that to-day the Union is 
"tually a unitary State under increasingly strict bureau- 
atic control; the federal elements in its constitution, 


659 
— 


`a 
. CC-0. In Public Domain. Gurukul Kangri Collection, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 
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the bulwarks of local liberties, hav 
the civil service, with its high tra 
Cape, has become more and mo 
in the hands of the political party in power qp ent 
has been weakened gravely as a chamber ue : € Senate 
House of Assembly, which began badly when t 
of seats was arranged to favour the inexperj 
against the south, and everywhere the Countryside aoa: 
the towns, has not improved with age. Parliament pa 
the last six years particularly, has given away eo 
wholesale to the Executive. Thanks largely to the ae 
tagion of arbitrary native legislation, the rule of lay is 
waxing feebler and more fitful. 

This sickness of elective assemblies is a widespread phe- 
nomenon in the present-day world; but in South Africa 
it has peculiar dangers because of the pressing nature of 
the native problem. ‘The change for the worse in the 
relations of Europeans generally with non-Europeans in the 
Union nowadays is the outcome not so much of unchecked 
economic and social forces as of more or less deliberate 
political action. Not that this action was consciously 
directed towards that end, though there has been plenty 
of talk in responsible, and. still more in irresponsible 
quarters, which suggests that the talkers could not help 
it and did not care overmuch if bad relations were the 
outcome of their policy. The evil has arisen from taking i 
the short view. 

Much of the post-Union native polic 
by the majority report of the Native : 
of 1903-1905. In the main that report was ae 
product of well-to-do land and mine oa eae 
tives of an acquisitive society hardened n angious 
experience, united for the moment a 3 ae plan t0 
for the labour that would carry their x 5 ahd farms 
success by so developing mines, roads, LENE 
that South Africa would be raise 
economic plane than ever before. 
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ommunal parliamentary representation (if any) for the 
y pantu, a check on the purchase of land by natives, and the 
pimulation of the native labour supply by making an end 


nt Z 
n of squatting on European farms. 
= Little or no action was taken on this report at the time; 
‘i the National Convention avoided as far as might be any 
th discussion of the disruptive mative question, Nor was 
x anything notable done during the first few years of Union 
g beyond the enactment in I9II of the Mines and Works 
n Act, which sought to regularise, in the Transvaal and Free 
n State only, the practice whereby non-Europeans were shut 
fe out from skilled and semi-skilled employment by the 
Colour Bar. In 1913, however, mainly in response to 
e- f. pressure by the Free State, where the Bantu’s right to 
ca acquire land was already more restricted than elsewhere, a 


of Native Lands Act was hurriedly passed at the tail-end of 
he the session. 


he The fundamental ideas behind that law were the territorial 
ed segregation of white and black, and, incongruously enough, 
te the even sharing out of the native labour supply among 
ly European. farmers. Outside the reserves and the urban 
ty areas, many thousands of Bantu lived upon European 
le farms. They lived either as squatters, farming what had 
Ip often been their ancestral acres on shares with the owner, 
he or making him a money payment; or else they lived as 
ng labour tenants rendering, themselves and often their 


families too, so many days’ service each year, usually three 
edt.“ months in the aggregate, the days being chosen at their 
jon lord’s discretion. The Lands Act aimed first at eliminating 
ral) the squatter, who was virtually given the choice of becom- 
Sng a tied labour tenant or of going elsewhere. Secondly, 
t ‘forbade the acquisition of land by natives outside the 
Teserves, but, as some compensation for this lost liberty, it 


4 Promised that sorely needed additional native areas should 
Ds € marked out. EF ; ; 
g A judicial decision saved the right of natives to acquire 
to 


land in the Cape Province, and in other pares ee 
( I 
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of the law was modified slightly by administ 
But the fact remains that the promise AA 
unfulfilled in 1932; the additional reserves h 3 is still 
granted, and each year that has gone by, as E ae Not been 
spread over the land, has added to the impe ans haye 
general territorial segregation of the two races, 1 a e any 
moreover, as the existing reserves hava beci year, 
congested, has added to the Bantu’s economic distr, we 
distrust of his European rulers, Responsibilit be and 
failure must be shared by all Union Ministries ; ae ‘i this 
the Botha-Smuts Ministries could plead that from a 
till 1919 they were harassed by war and rebellion, and a a 
from 1922 till 1924 by armed revolt, falling ravenna 
a dwindling parliamentary majority, the Hertzog Ministries | 
can plead little of the kind. From 1924 till 1929 at least ` 
they enjoyed comparative prosperity and, throughout, 
profound peace and a secure majority. Their difficulties 
have arisen from complications due to the lapse of time and 
the uncompromising attitude of most of their own sup- 
porters and many of their political opponents. 

In its later stages, the war wrought a revolution in South 
Africa as in other parts of the world. Manufactures 
sprang up, and natives, loosened from the soil by the 
operation of the Lands Act, drifted into the humbler ranks 
of the new industries side by side with Europeans, Afrikan- 3 
ders for the most part, similarly uprooted. The rank and 
file of the trade unions, on the Rand particularly, thus 
became more and more northern Afrikander, and as 
more resolutely opposed than ever to any a 
native claims to equality of opportunity, and ar Er (4 
neryous of low-paid native competition. Meanwhi 5 ph \ 
soared and European wages rose also ; but B Q18 
even in the towns remained well-nigh sieg i | 
the white miners on the gold mines of ay = ich 
strong enough to extract a status quo agree / ropeats 
checked their employers’ attempt to a 


dmit non-Ẹ 
; ‘Tohanne® 
to semi-skilled occupations, while the men at rd 
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a prg power station successfully held the community to 
sti! | anom. Thereupon the poorly paid Johannesburg sanitar 
boys” struck, but, being natives, found theni 
ave ii pject to the penal clauses of the Masters and Servants 
any gw. That law, of old standing in all the provinces, indeed 
BP ovided safeguards for the native employee, b 


ear, : ; ut in actual 
ore | practice provided many more for his employer. In any 
and case the infliction of criminal penalties for breach of civil 


this | contract reminded natives everywhere that they had not 
reas | the same freedom to higgle in the market as their European 
914 | competitors. 
zain | Something was done to improve native wage rates on 
and | the Rand, with encouraging repercussions on rates in other 
Ties parts. Then, in 1920, during a lucid interval between two 
east | periods of turmoil, General Smuts endeavoured to put the 
out, administrative side of the native question upon a sounder 
ties | basis. The Native Commission of three experienced 
and Europeans then set up to advise the Premier, and the 
up- | conferences of chiefs and representatives of native associa- 
tions since summoned from time to time, have done 
uth f| excellent work. But the local councils of magistrates and 
ures | Bantu on the Transkeian (Cape) model, then prescribed for 
general application, could not benefit the natives scattered 
up and down upon the European farms. And according 
to the Lands Act it was they who constituted the real 
Problem. For the rest, the promise of 1913 was not 
ae eee Additional reserves were to be allocated 
: of pages ter the economic and administrative relations of 
+. ute and black should have been put upon a better footing. 
ray nd When would that be ? 
pp'S0S of unrest were not wanting: passive resistance by 
Tye labourers on one or two of the Rand mines, a riot by 
dents at the native school at Lovedale in the eastern 
a Province, a serious native strike at Port Elizabeth 
ike’ which unauthorised Europeans fired upon the 
indiscriminately, and finally, in May, 1921, the 


and + 


thus | 


s ; 

Pm Pedy at Bulhoek, also in the eastern Cape, where the 
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Ep South Africa 
police had to fire in the last resort. 
a a Old Te infi 
estament. 
The Bulhoek calamity was, human] 
able. The same cannot be said of much th 
Early in 1922, a serious European revolt ‘ole 
the Rand. In some of its developments it was 
tionary, in others a republican movement, but its pr; 
cause was the determination of European ree 
maintain the Colour Bar, in spite of the fact T n 
courts had recently declared regulations framed under F 
Act of 1911 ultra vires. The rising was marked by ae 
attacks on mine natives, but in the end it was quelled with 
much bloodshed. The Colour Bar was relaxed somewhat; 
the mines were reorganised, and the Labour party was ` 
driven over to an alliance with the Nationalist party, 
This apparently incongruous alliance of urban Socialists 
with rural Tories was held together primarily by a deter- 
mination to make South Africa safe for the white. man, 
determination strengthened by alarmist conclusions errone- 
ously drawn from the 1921 census that the blacks were 
increasing so fast that in a comparatively short time they 
would swamp the whites. 
So matters drifted on. In May, 1922, sinister tidings came 


from South West Africa ofa whole-hearted exercise of a | 
i y tribe o 


The effect Was deadly A 


Yi the More 4 
y Speaking, UNavoiq. j 
followed 4 | 
ace alon 
a Tevoly. 


Then, in 1923, the Smuts Government tried to regu 
the flow of uprooted natives into the towns. 
Areas Bill as presented embodied the views ot mi Te 
natives who had been-consulted ; the Act as ee 
reflected the pressure which South African Min Po 
it so hard to withstand. Wide powers wel i 

municipalities to segregate natives in sep 


ee 
arate township 
~ chæractic® 
A suc. pack! 
even in areas which had hitherto known no >% 


- i ti woship’ | 
‘and instead of the expected, freehold in such 
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adly | patives” Were offered only leasehold. In other words, 
More | guropean Opinion in the mass would not hear of any 
| extension of native land ownership. The towns were to be 
void. | guropean, the presence of Bantu there a merely temporary 
Wed, encumbrance. 
long J In the middle of 1924, the Nationalist-Labour Pact 
volte | Government took office and immediately introduced a Colour 
mary f Bar Bill, restoring in a more explicit form the restrictions 
S to | on non-Europeans in the north that had been declared 
the | lira vires. It also readjusted the incidence of native 
t the | taxation in such a way as to relieve the urban native in the 
nton f north, but to increase the burden on all in the south, and 
with | to leave natives everywhere, in practice, dependent in large 
hat; | degree for funds for their own advancement on such portion 
was } of the proceeds of native taxation as had not been devoted 
arty. | to the general governance of the Union. 
alists For the rest, responsible Ministers showed caution and 
ete- | moderation. After the session of 1925, General Hertzog 
ana J toured the Cape Native Territories and, on his return in 
rone- | November, published a programme of native and coloured 
were | legislation. This programme was, and is, embodied in 
they | four Bills, none of which has yet become law. These Bills 
have been altered in detail more than once, but their general 
cam? | tenour has not been changed. The Representation of 
itary \| Natives Bill seeks to abolish the Cape native franchise of 
1853-92, and to give the natives of the Union a meagre 
| and wholly European representation in exchange. The 
» Native Council Bill proposes to set up a carefully controlled 
eliberative native sub-parliament as a coping-stone to the 
Smuis Act of 1920. The Native Lands Amendment Bill 
Mfls in a measure the promises of 1913, but instead of 
‘EW reserves for the exclusive use of natives, it merely 
Provides “ released areas ” in which natives and Europeans 
May scramble with one another for the land. Finally, the 
loured Persons Rights Bill proposes, in the very long run, 
Put the mixed coloured folk (by definition all who are not 


mtu) in a position of political equality with eo 
22 5 
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It was already apparent in 1925 that th 4 
would be fiercely challenged, by political o 5 Programme } : 
one side, and by some from within the Nain the 
on the other. For to offer the Bantu even fe a 
representation, or to propose to treat the coloured Es 
political and economic purposes as the civilised ae for 
undoubtedly were, was to fly in the face of northern op; they | 
and much that was not northern. - Already, in senate 
Mr. Tielman Roos, Minister of Justice and the Prewitt 
chief lieutenant in the Transvaal, had inveighed publicly 
during a Pretoria bye-election against non-European ee 
and had noted that many people thought the Bantu had 
too much land as it was. 

No action was taken in 1926. In the session of 1927, the 
opposition was so strong, perhaps also the picture of the 
condition of the great black majority of the population | 
drawn in the belated report of the Economic and Wage 
Commission of 1925 was so disturbing, that all four Bills 
were referred to a Select Committee. There they remained 
till the beginning of 1929. Meanwhile, in 1927, by the 
Native Administration Act, the Ministry conferred upor 
the Governor-General, that is, upon itself, the widest 
discretionary powers over every Bantu in the Union outside 
the Cape Province, even to the extent of power to cancel | 
without cause shown, exemption from these restrictions | 
granted to any individual. some Naat 

The Administration Act was the application of 3 A ; 
Zululand methods to other parts of the Union. But we p k 
in times past, the Governor of Natal had ae Bint 
powers over tribal natives, now in many ae try 
had developed so far that many of them = |: 
to form trade unions in imitation of the EE S 
most notable of these bodies was the Pe sufi 
mercial Workers’ Union, an amorphous body 7 
alarming to many Europeans by its novelty BY ito 
‘tions. Meanwhile, in 1928, eiea ariteing fi 
‘half cleaving to the Ministerialists, the r: 
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A io opposition. Àt the end of the year, Mr. Madeley 4 
| one of the Labour Ministers, received a deputation of thé 
| C.U., and for that error was obliged to resign and. make 
1 ay for another Labour man. 
Such was the prelude to the joint sitting of both Houses 
| „hich took place in February 1929 to vote upon the revised 
| Native and Coloured Franchise Bills, that is, on the fate 
of the Cape franchise. The voting on the former failed 
to give the two-thirds majority demanded by the South 
| Africa Act. The latter Bill was therefore withdrawn, and à 
the Premier fell in with the already expressed Dee of 
Mr. Roos, and announced that the general election due in 
the middle of the year would be fought to ensure “ the 
preservation of the white race.” It was, and it gave the 
he Nationalists for the first time a clear Majority over all 
On | parties. 25; 
8° | Earlier in the session of 1930, General Hertzog had 


ils | taken the wise but unprecedented step of referring his 
s Native Franchise Bill to a joint Select Committee of both 
tne 


Houses with power to take evidence. The measure still 
on | remains in the hands of that Committee. Meanwhile, the 
tealots of the Nationalist party have succeeded in getting 
something of what they wanted along another route. As 
lat back as 1926 some of them were demanding European 
Women’s suffrage, frankly to counterbalance the Cape 
ton-European male voter. Two years later, General 
Hertzog touched upon the same subject indirectly by 
fi mising that coloured women should share in any 
fanchise given to coloured men. Two years later still, in 
1930, he had been obliged to give the franchise to European i 
| Omen only throughout the Union. A year later the : 
p er sequel followed, and the republican privilege of 
ina to every white man was extended to those who | 
Teves not attain to the very moderate pecuniary and 
p Sa qualifications hitherto demanded in the SE 
oe tal Thus the Cape coloured women were dis- 
| Pointed, a wedge was driven deeply into the Cape fran- 
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chise and incidentally into the South Africa A ; 
best qualified to know were given every gro ct, and those 4 sh 
a marked accession in Nationalist voting mone tO expect p 
in response to any such cry as the Black Peril. ” ertainly yt 
So much for the coloured woman. The fat 
coloured man is still in the hands of the joint Sele of the ie 
mittee, but it is also being canvassed elsewhere ct Condi 
It was in keeping with the franchise 
that the census of 1931, which by law should have be a 
one of the decennial numberings of the whole postin j 4 
was at the last moment and on the grounds of econom, 
confined to Europeans only. A census of this latter kind | lat 
takes place every five years to provide the data for the | in 
re-allocation of seats in the Assembly, and to that extent the | ch 
census of 1931 will prove useful. But, for the rest, by { Ur 
omitting three-fourths of the population, it condemns uw |_| 
all to work in the dark, with the Premier’s native and | ma 
coloured programme (inspired largely by the census returns į pe 
of 1921) still in the balance, an Urban Natives Commission leg 
still sitting, the arguments of the Economic Commission | cul 
of 1925 still unanswered and its conclusions unfaced, anda | 
very grave economic situation developing which, world | ep 
causes apart, is due to the notorious maladjustment of out der 
economic life. ; 
Since 1918 the Union has adopted a number of meses 
to regulate its new manufacturing activities maa ie i i 
wage Acts, apprentice, juvenile advisory, nee A 
ciliation, and wages boards and so on. Hence a vite 
numbers of European employers and workmen fe > F eal 
and protected. Not so in many cases eee BE 
a body, still less the Bantu in particular. Te T iona 
Cape non-Europeans are excluded from ae. From 
so cannot share in the benefits of some of t do not appl 
some again the Bantu are cut off na preat outlets ; 
to agriculture and domestic service, t e ovided for: b ' 
other than the mines, which are specia y $ and appr | 
practice also the conciliation, wage boar 


J 
668 


policy of 1930-31 | 19; 


2 
CC-0. In Public Domain. Gurukul Kanhgri Collectién, Haridwar 


Digitized by Arya Samaj Foundation Chennai and eGangotri 


| the Native Policy of the Union 1910-1932 > - 
Jip Acts tell against them. Further, the white labour 


F | licy pursued by the Pact Administration, more par- 
ly cularly on the widespread State railways, displaces them 


in favour ot Europeans who are subsidised by the general 
he | taxpayer to undertake low-paid tasks. Finally, the Bantu 
Í are hit twice over by the protective tariff, which was begun 


Mm- . 
yentatively by the South African party Government in 
31 | 1921; and pushed outward and upward by the Pact since 
en | 1925 in the cause of economic self-sufficiency. The enjoy- ; 


m, | ment of a protective duty by an industry depends in some Š 
my | cases on its employment of civilised, that is, non-Bantu 
nd | abour, while any tariff must press hard on a class lowest 
the | in the economic scale, whose freedom of movement and 
the | choice of occupation are as restricted as those of the 
by Union’s natives. 
us | Aprotective policy which demands above all a good home 
nd | market sorts ill with a system which keeps the mass of its 
ms | people at a terribly low standard of life. The native 
jon | legislation before Parliament this session is hardly cal- 
ion | culated to raise the standard. 
da | The Native Service Contract Bill gives way to long- 
ld | expressed demands. As far back as 1919, Nationalists were 
out | demanding that no native be permitted to move from home 
without a permit from his master; in 1925 again, to the 
ires | concealed annoyance of General Hertzog, others, sup- 
and | ported this time by South African party men of British 
où- | Stock from Natal and the eastern Transvaal, urged that 
ppbour tenants be brought under the criminal sanctions 
| of the Masters and Servants Act. That proposal was 
į talked out by Labour. But now, in 1932, General Hertzog 
{%3 given way and sanctioned nearly all these things in a 
| asure on which neither the Native Affairs Commission 
lor the‘Native Conference have been consulted, and which, 
advance of the expected report of the joint Select Com- 
tittee, touches his own native programme all along the 
í The, j 
| This Service Contract Bill deals with natives living out- 
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side the reserves and urban areas ; ` T 
Natal. Its effect, wherever it ; = ne Transvaal hs 
: JEW it 1s put into for and 
Governor-General, will be to oblige land] a by the 
individuals or companies, to transform their a "s whether 
free native squatters into tied labour tenants Se | 
be done by imposing on the landlord a Sitar: othe will J 
duty of £5 per annum for every male abled a E 
living on his farm who has not been in his service pe’ | 
many months in the aggregate during the year re $ ! 
alternative, he must get rid of his squatters, ries a ( 
to other farms, or to the reserves which are already ove. | 
crowded, or to the towns which are busy shutting then 
out or otherwise limiting their freedom of action. Eve | { 
Cape Town, where the battle for civil liberty was fought 
and won four generations ago, is contemplating seriously | 
the adoption of the pass system for native men and women, | | 
which has proved to be such a burden and sucha recruiting | | 
agency for the gaols in the north. t 
The second aim of the Bill is to tighten up the lw | | 
governing labour tenancy, in minor matters in favour of the | t 
native tenants whose bargaining powers will have bee | 1 
§ 
I 
l 


umably 


reduced to a minimum by what has gone before, but in al 
major matters in favour of the landlord. The usual period | 
of service envisaged is one of six months spread over the 
year instead of the hitherto customary three, though lesser J c 
periods as short as three: may be prescribed by akr 
No native is to move away from his home in e A 
agricultural or domestic employment without an 1 s a 
fication card. Native guardians (and the term a 
multitude of relationships) may bind their depen a 
male and female, without their consent, to work ute Fi 
in the Union till they are eighteen years of age. ny one | 


j bya 
are to be held responsible for breach of contract y aA 
h of this—a civil contract 


Jone Yap | fe) (>) (exe! 


l 
of their members. Breac : he Masters ad | s 
eet l sanctions of the f°" ad A) 

last made subject to the penal s ty, limite i 
nclude, as a nove ty» ightec! À 


Servants Law, which is now tol 
whipping by order of the magistrate for lads un 
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ears of age in addition to or in lieu of fines and other 
penalties. 

It may be conceded cheerfully that many clauses in this 
pill will appear less startling to South African natives and 
furopeans than to readers overseas accustomed to a 
homogeneous society and a twentieth century social struc- 
ture. For instance, the idea of collective family responsi- 
bility is deeply rooted in native custom; native heads of 
families desire to keep stricter control over their children, 
over the girls particularly ; further, as the Economic (the 
so-called Clay) Commission of 1925 abundantly proved, 


South Africa’s rural economy belongs in many parts, not to ` 


the seventeenth century as Mr. Bernard Shaw suggested 
after his recent visit, but to the late fourteenth, the period 
of feudalism in decay. It may also be conceded that the 
squatter system has its attendant evils, especially on the 
farms of absentee landlords. But when all is said and done, 
this law will give thousands of Bantu the choice between 
becoming vagrants dogged by all the pains and penalties 
that attend the masterless man with a swarthy skin in this 
Dominion, or of becoming serfs-at-will denied the customary 
security of tenure enjoyed by serfs in most other times and 
places. And the law sees to it that even the unwilling 
landlord shall be obliged to put this hard choice before his 
clients, 

The Contract Bill has been attacked vigorously in a mani- 
festo signed by Sir James Rose-Innes and Sir Clarkson 
Tredgold, ex-Chief Justices respectively of the Union and 
of Southern Rhodesia, and by the heads of nearly every 
Christian denomination in the country. It has been 
opposed by General Smuts, who observed that it would not 
‘ven help the farmers, by enlightened Transvaal members 
ke Mr. Duncan and Mr. Hofmeyr, and by the compact 
little group of Cape Peninsula members which has been 
Strengthened recently by the accession of the ex-Independent, 

- Alexander, probably the sole out-and-out Liberal the 


“Assembly can boast. On the other hand, the solid eee 
a 
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of Afrikander Nationalists takes it al] for 
has the support of many South African part ranted, and it 
and other stocks, notably of the Natal ie ae of British 
whipping clause stuck in the throats of somes C ae the 
and drew forth a protest from the Missionar oe k 
of the Dutch Reformed Church. r 
There remains the proclamation which the 
proposes to issue providing a revised code of native | 
for Natal and Zululand. Without going into dela 
sufficient to note that any native commissioner may A 
a native for non-compliance with an order and punish him 
summarily with no appeal to the courts, but merely a 
report to the commissioner’s superior. Similarly, the 
Governor-General, as Supreme Chief, may imprison any 


st, 
Nee 


Government 


native “ dangerous to the public peace” and keep him in ? 


prison for three months. Only at the end of that period 
may the prisoner appeal to the Supreme Court, and as far 
as can be seen there is nothing to prevent the authorities 
from re-arresting him for another term just before the three 
months is over. Finally, “ neither the Supreme Court nor 
any other court of law, shall have any jurisdiction to 
question or pronounce upon the validity or illegality of any 
act done by the Supreme Chief in the exercise of his 
power.” ... Ave Caesar! 


South Africa. 
April, 1932. 
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NEW ZEALAND 


I. Tue Exporr Crepir Poon 


Cie publication on December 24 of the Export 
Licences Order, 1931, under the Board of Trade 
Act, 1919, occasioned much surprise and speculation 
and not a little uneasiness, in spite of a reassuring 
statement by Mr. Forbes, the Prime Minister, which 
accompanied it. The object of this order was to 
compel exporters to take out licences for all goods 
which are to be sent overseas, and to have all exchange 
credits obtained by the sale of such goods pooled 
under the control of the Associated Banks. The measure 
fir was, as Mr. Forbes explained, the direct outcome of the 
ties. | financial difficulties which had compelled Great Britain 
ree | to abandon the gold standard. The huge withdrawals 


W of foreign balances, which had left the London market 
to bare, dictated, he said, “an abrupt change in our financial 
ny | Plans.” Our overseas obligations (amounting to about 


his £8,000,000 a year, with the addition of £4,000,000 of 
Treasury Bills shortly due) must be met, as they fell due, 
from New Zealand funds. 


The exchange requirements of the Government (the Prime 
inister pointed out) will be large, and in order to ensure that 
» “sufficient London credits will be available for the purpose, the 
Government, after a careful review of the whole position, has 
reached the conclusion that it is necessary to introduce a scheme for 
conserving the exchange resources of the Dominion. In the national 
Interests the banks have agreed to pool their exchange resources so 
as to be in a position to meet the Government’s requirements, and 
the scheme embodied in the regulations just issued was drawn up 
for the purpose of bringing all exchange credits arising from the 
sale of exports into the pool. 3 we 

It was found that the best way of doing this with a minimum 
of inconvenience to the commercial community was by licensing 
Ports, Exporters, however, will continue to receive, as heretofore, 
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the current rate of exchange on remittanc 
wise will be put to very little trouble es from abroad and 
The measure is an extraordinary Snel but 8 
extraordinary times when prompt Action is nee passin 
the rapidly changing circumstances. I am mae FO cope With 
the Dominion will agree that New Zealand i aa tne People of 
and this control of the exchange resources js aa ioe er bond 
of ensuring that the Government is in a positi Rie PUrpose 
ments on the due date. Position to meet al commit. 


No alteration in the exchange rate was mad 
: arrangement concluded between the Govea A y the 
banks, nor did the Government itself assume collet i 
the competition of outside agencies was excluded, The n 
had been fixed by the banks at to per cent. early in ae 
and the very slight extent to which the outside rate a 
diverged from this figure suggests that, on the basis of y 
supply and demand, it was a fair rate. The grounds for 
the policy of the banks were explained by Mr. Grose, the 
General Manager of the National Bank of New Zealand, 
and Chairman of the Associated Banks. 


Practically all last year (he said in a statement published on 
February 20) the bank telegraphic transfer rate on London was 10 
per cent. premium. If this rate had been too high or too low the 
outside rate would have shown a marked divergence, for there was 
a considerable outside market then. But when London funds were 
much in demand the outside rate was only slightly above the bank 
rate, and towards the end of the year, when London funds were not 
in such demand, the outside rate was slightly below the bank rate, 
Taking this into consideration, and also that a steady rate 1s more / 
equitable for contracts than a too sensitively fluctuating rate, lod h 
clear that on the basis of supply and demand the bank rate was one : 

The trade figures for 1930 showed an excess of Sagas 
little under 42,000,000, which was altogether inmmieient io z 
interest and debt service. Early in 1931 the rate was an e 
from {5 to £7 10s., and a little later to £10 premium, W eee 
has continued. ‘The increase in the rate was may a exports 
imports, and the calendar year 1931 showed an PE 5 a strong 
of over £10,000,000, which, though still insufficient, 
move in the right direction. -= - Bs mae | 
; f ; = industries f j 
© — The cruel plight of our primary ae county 

and the peril in which it involves the Z 
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the. | pave certainly not been overlooked by the Government. ý 
Its two leading figures—Mr. Forbes and Mr. Coates— 
a AE both farmers, and the following statement expresses 
be the view`of the Minister of Finance, who ranks next 
ond, to them in authority. 3 
ae Over and above the budget problem (said Mr. Downie Stewart 


in his Supplementary Financial Statement on October 6) there is 
jmperative need for rendering some assistance to the farmers if 

they are to stay on the land and if production is not to decline 

rapidly, and, indeed, if we are to avoid a national disaster in a : 
general breakdown of the farming industry. While prices of primary ’ 
products remain at their present level it is, of course, impossible 

to restore the farming industry to a condition of prosperity. But 

in so far as it is possible to assist the farmer, it is in the interests 

of the whole community that funds be found from some source for 

this purpose. 

The three great problems with which the country is faced are, 
therefore, the precarious position of the farmer, the position of the 
public finances, and the great and chronic problem of unemployment. 

These problems are inextricably interwoven, and they constitute 
a menace to the whole stability of our social organisation. 


But for the present the other measures that the Govern- 

ment have in hand for the relief of the farmer, and indeed 
all other political issues, have been dwarfed by the powerful 
agitation against the Export Licences Order, which has seri- 
ously embarrassed, and was even considered likely to divide, 
the Cabinet. On January 13, a deputation representing 
the Meat Producers Board, the Dairy Board, the Sheep- 
owners Federation, the Fruitgrowers Federation and the 
«Farmers Union waited upon the Prime Minister, after a 
conference at Wellington, to protest against the restric- 
tins upon exchange and to demand that the producer 
should be given free access to the world’s market. Mr. 
David Jones, a member of the Meat Producers Board, 
who-had to resign his position as Minister of Agriculture 
after losing his seat at the general election, was the chief 
spokesman of the deputation. 

When the Government went to the country (said Mr. Jones) it 

 asserked that it was essential that the cost of production should be 
teduced to enable the produce of New Zealand to compete in the 
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, 
markets of the world. The Government Sta 
producing cost was 1,500, whereas the 
Until those figures were brought fairly clo 
impossible for the farmers of New Zealan 
competition with the world. .. , 

The position of the farmers was more serious 
last year, because last year a large number of 
certain reserve of capital which they could tra 
reserve had now gone. The conference was una 
that unless something is done to relieve or imp 
the farmers by some means we are not very far a 
from a very serious collapse as far as the fin 
farming community is concerned. 

The conference felt that the farmer on really first-class Jand 
whose liability was not too great, would probably get through all 
right ; that the farmer on second-class land, if he was thoroughly 
expert, would be able to pay his way, but that was questionable in 
some cases. As far as the farmer on third-class land was concerned— \ 
and this point was of special interest to the Government in con- 
nection with its own land—it was felt that he had not a chance of 
getting through. When they spoke of third-class land, they were of 
opinion that over 10,000,000 sheep in New Zealand to-day were 
being farmed at a loss to the owner. That was a statement that the 
Government could prove from their own figures in connection with 
the high country. The rents were not coming in to-day from that 
high-country sheep land. 


tistician’s figur 

selling figure ga the 
Se together it w 787, 
d to Produce and jj 


to-day than it Was 
the farmers had 4 
de upon, but that 
Tumously of opinion 
Tove the position of 
way in New Zealand 
ancial position of the 


In this critical state of affairs, when a marked increase 
in production was essential, Mr. Jones argued that any- 
thing tending to aggravate the situation would be faa 
the interests not only of the farmer but of the a 
country, and the conference considered that the Hee 
Licences Order would have this effect, as ıt ey ied 
competition for the export exchange and thus as a 
exchange from finding its own level. The Ne ae 
farmers were in competition with farmers of other Sap fl 
who had a free exchange and were obtaining 
benefit from it to-day. 


- syed) that if 

The conference held the opinion (Mr. Jones ne of’ 

the farmer were given the full value of the exc ee of mone) 

free market, it would mean setting free a large ee ductio® 

which would mean increased employment a A A 
It would also mean increased revenue to the 
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conference maintained unanimously th 
they were taking the long view—real] 
impossible to carry on farming in Ne 
the farmers got the bonus which they 
exchange rate. It would also be an 
opinion is that the embargo should 
as Australia is, and as Great Britain 


port | 
at in their recommendation 
y the only view—that it was 
w Zealand successfully unless 
would receive from the higher 
advantage to the country. Our 
be lifted and we should be free, 
and other countries are. 
The example of Australia was naturally made much of 
by those who spoke after Mr. Jones, and the Opinion was 
expressed that if the exchange rate were to be made free 
it would rise to the highest Australian level, viz., 30 per 
cent. In the controversy that followed this interview, 
indeed, both sides were far more concerned with raising 
the rate to 25 or 30 per cent. than with freeing it. 
In reply to the deputation the Prime Minister contented 
himself with saying, in rather more precise language than 
before, that the banks had found themselves unable to 
guarantee the amount required by the Government unless 
the whole of the export trade passed through their hands ; 
that the control of the rate, which was still left to them 
by the Order-in-Council, would not be interfered with by 
the Government; and that a 30 per cent. rate would 
increase the cost of transmitting the £12,000,000 payable 
by the Government in London this year from {1,200,000 
to £3,600,000, but that the matter would receive its very 
serious consideration. 


o. II. Tue Economic Commirrer’s REPORT 


HE silence of Ministers on a question which after this 
interview became the subject of a very keen con- 
troversy suggested a division of opinion, and this view was 
strengthened by the Prime Minister’s announcement on 
F ebruary 12 that the Cabinet had appointed a committee 
“to examine the economic and budgetary position of the 
Ominion.” The personnel of the committee is as follows : 


|. De James Hight, formerly Professor of History and Economics 
` Bee 677 
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and now Professor of Hi ; 
Dr. D. B. Copland, Pole A L (Chairman ; 
Mr. A. H. Tocker, Professor of Economics, Caneel University 
Dr. H. Belshaw, Professor of Economics, Auckland, y oles; 
College; Mr. A.D. Park, Secretary to the Tre eee 
The chief objections to the compo 
mittee were that it did not include a ba 
Dr. Copland visited New Zealand last 
employ of the Bank of New South W 
advocate of high exchange in Australi 
himself had been publicly advoc 
Dominion. 
With the exception of certain sections dealing with the 
budget, which are being held back until the Minister of 
Finance is ready to produce his Financial Statement, the N 
report of the committee was laid upon the table of the 
House of Representatives on March 4. It is an able, 
lucid and comprehensive document which, in 36 pages and 
an appendix of 18 tables and several graphs, sets out the 
economic troubles of the country and discusses possible 
remedies. Although differences of opinion permitted “no 
specific recommendations,” the balance of its argument, 
from which Mr, Park alone dissented, was strongly in 
favour of a high exchange. The principal basis of New 
Zealand’s prosperity has always been her external trade, 
OG Nearly 40 per cent. of her income,” says the ome 
“< comes from exports, and of these 94 per cent, are m 
and dairy products. The course,of prosperity 1 ie re 
Zealand has been determined largely by the nee ae 
export prices and overseas borrowing.” These ee 1895 
gave the Dominion almost unbroken prosperity Tee 
to 1921, and during the next eight years Bs resi 
still good ; but in 1930 they fell heavily vee arin 
was aggravated by the failure oF oe Ae which was 
` sympathy. The value of farm proauc : 2 see eal 
[82,100,000 for the year ended June 1929, "S, The | 
£54,000,000 for the year ended Decem e report, | 
main problem in New Zealan f 
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«js to remove the disparity between export prices and 
internal prices and to adjust her economy to a lower level 
of overseas borrowing.” 

The national income, whichwas estimated at £150,000,000 
in 1928-29, is now about £110,000,000 and is stil] falling fast. 
Of this loss of £40,000,000, about £28,000,000 is estimated 
to have fallen upon the farmers, but urban industry has also 
been severely hit. The public revenue has suffered to 
much the same extent as the national income, the decrease 
being about 27 per cent., and the burden of interest charges 
has been increased by the fall in export prices. ‘ About 
1,600 units of exports,” says the report, “are now required 
to pay the same interest bill as was paid by the sale of 


N 1,000 units in 1928-29. In 1928-29 about 16 per cent. of 


the national income was required to pay taxes and rates as 
against 26 per cent. of a much smaller income in 1931-32.” 

Approaching the general problem of readjustment, the 
committee declares that the fundamental issue is “to 
restore the spending power of farmers by causing profits to 
emerge” ; and that the crux of the problem is “to remove 
the disparity between farm costs and farm selling prices.” 
The removal of this disparity would restore the farmers’ 
spending power, enable them to purchase with their reduced 
income the same quantity of goods and services as before, 
and thus bring industrial output back to its former level. 
But this result cannot be attained while the loss is borne 
mainly, as it is at present, by the primary producers and the 


~y-“nemployed. An equality of all-round sacrifice is required 


In place of the piecemeal methods of economies and taxation 
hitherto employed, and the more rapid the readjustment 
the quicker will be the recovery and the smaller the loss. 
The committee then proceeds to examine the exchange 
Mechanism of New Zealand and its working, the effect 
Upon the budget and export prices of the present exchange 


| "te (10 per cent. above parity with sterling) and the 


Probable consequences of restoring the gold standard or 
sing, the exchange rate to 40 per cent. The arguments 
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of exchange to economic readjustment are su 
the following paragraph, oa 
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gh Tates 
arised in 


r 


The present 10 per cent. exchange rate (says the 
com 


discourages imports and helps to sustain Mittee 


s y A export To 5 
adding to the gross income of exporters. In genes aoe : 
rate above parity will benefit exporters, because the addj exchange 


income more than offsets any increase in local costs ee to gross 
higher exchange rate. Such a rate also sustains the mo ough the 
national income above its level at parity with sterling ay Heel 
with gold. Thus at 40 per cent. exchange national nce nee 
mated to settle at {112,000,000 compared with £80,000,000 a 
parity with sterling and (90,000,000 at the present 10 per Ce 
rate. The additional national income sustains revenue at a hi is 
level and more than compensates for the increased exchange ieee 
on the overseas debt service, both State and local body. By sustain- N 
ing a higher price level than would be possible at parity of exchange, a 
rate above sterling sustains security values and strengthens the 
position of financial institutions whose liabilities are in fixed money 
claims and whose assets vary with the price level. By raising the 
level of export prices in local currency the rate above parity with 
sterling lessens the adjustment in fixed charges, wages, and salaries 
that have to be made to restore the equilibrium between costs and 
prices in export production. . . . At parity of exchange the reduc- 
tion in costs which would restore profit in export production and 
leave exporters with the same loss of real income as the rest of the 
community would be 35 per cent. It would be more than 25 per | 
cent. at the present I0 per cent. exchange, 15 per cent. at a 40 per 
cent. exchange rate, and 50 per cent. at parity with gold. It is thus 
easier to make an adjustment at a rate above sterling than at parity 
with sterling or with gold. 


ey 
As regards the £9,000,000 that the 40 per cent. exchange. ; 
would add to the costs of imports in New Zealand = 
the committee argues that there would be no ee e 
to the community as a whole. Income is transferre a 
some sections of the community to epore a 
transfer is a matter of adjustment within the oe ae 
itself, Nor will there be any injustice to ns r 
they can pass on the additional cost to oo i a 
the high rate will not reduce imports below 
that the community can afford to buy. 
680 
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The report next considers the 
rate upon the Dominion’s credit 


s Report, 
effect of a high exchange 


Overseas : 


rise in the r aw attention to the 
gravity of the economic situation in New Zealand. This is a point 


for consideration in connection with necessary loan Operations 


overseas. If, however, the situation was being met with courage 
and determination, and the country demo i 


restore sound trading conditions and meet i 
national credit would recover even if the hi 
and if the currency be devalued, 


A warning is, however, given that the mere raising of the 
exchange rate would not be enough, and that “a very high 
rate might lead to lack of confidence in the currency and 
cause considerable financial disturbance.” The 40 per cent. 
rate, which is the basis of most of the committee’s calcula- 
tions and is Io per cent, higher than the maximum demand 
of the farmers, it evidently considers a high, though not a 
very high, rate, But, whatever the rate, it insists that 
adjustments in fixed charges, rent, wages and public finance 
will also be needed. 

The rigidity of fixed charges at a time of falling prices is 
considered by the committee both to hamper industry and 
to prevent the equitable distribution of the loss over the 
Whole community. It points out that, except in cases where 
there have been voluntary concessions, the recipients of 
xed incomes are actually better off than they were before 


} owing to the fall in the cost of living. 


Añ adjustment of fixed incomes (they say), whether by means of a 
Special levy or reduction in such incomes, would not impose undue 
tardship upon the recipients. This adjustment might be facilitated 
by a special duty on fixed income elements, the extension of the 
Mortgagors Relief Act or, in the case of public debt, by further 
_ OMe-tax or by conversion operations, Any reduction in poe 
‘etest should be all-inclusive, covering interest upon goods sol 
‘the time-payment system, as well as on interest under mortgages, 
an or rural. Similar conclusions apply in respect of rents. A 


uction of 20 per cent. in fixed money claims would make a sub- 
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e 
stantial and equitable contribution t 


costs and selling prices. owards bridging the 8aP between 


Having undergone a Io per cent. cut last year 
treated in a different manner in order to arrive 
result. The decline of 115 per cent. in the a 
money wages between 1929 and September 1 
exactly balanced by the decline of 11 per cent. 
living. 


> Wages are 
at the same 
Ward Tate of 
931 is almost 
in the cost of 


; During the same period (says the report) the communit h 

incurred a loss of real income of from 10 per cent. to 15 per see i 
a further reduction of 10 per cent. in wages and salaries* Saath 
necessary to bring wages down to conform with the real logs in 
national income ... In view of the changed economic situation 
undue restrictions on working conditions, which may have been 
appropriate in the past, should be relaxed. 


In what is in effect a dissenting judgment, Mr. Park, the 
Treasury representative on the committee, expresses his 
general concurrence with the parts of the report that 
describe the existing economic position and prove the need 
for an all-round adjustment of costs to restore the economic 
balance ; but he qualifies it by some important reservations 
which may be summarised as follows. 

As regards the effect of changes in the exchange rates, 
he points out that the hypothetical comparison of the 
effects of different rates takes account of the ultimate 
effects only, and that before stabilisation was reached at 
any of the assumed levels it was very likely that the factors 
on which the hypothesis was based would have undergo’ 
a considerable change. He particularly disputes the ae 
tention that there would be a net gain from an nee 
the exchange rates ; he is, on the contrary, ongie a 
the immediate effect would be far greater ps 3 i 
difficulties. An exchange rate of 25 pee He ie the 
mean an increase in the Government's expen ae 


rom which this 


ipped in b 
Hive Pp Jsewhere 17 


: i ; 5 z 
*In the official summary of Section XI f 

taken the words “ and salaries” appear to 2 ER 

Salaries are not mentioned in the section itse 


summary. 
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next financial year of £'1,500,000, a loss in customs revenue 
of another £1,500,000, and an indirect loss in income tax 
and other items of revenue of perhaps £500,000, maki 
an adverse total of £3,500,000, or ne 
Referring to the future of the currency, Mr. Park 
reminds us that other countries have devalued their cur- 
rencies, but only apparently by way of recognition of an 
existing depreciation. To fix intentionally and in advance 
the point to which depreciation is to go is a very different 
matter, even if it could be assumed that it is possible to 
control depreciation and check it at such a point, an assump- 
tion which is not borne out by the experience of other 
countries. Moreover, to raise the exchange rate artificially 
above the level required to balance external receipts and 
payments amounts to an intentional depreciation of the 
currency, and the proposal to use funds accumulated in 
London, for the purpose of maintaining such an artificial 
balance, would, Mr. Park contends, certainly prove costly 
and perhaps impossible. There might, moreover, be 
repercussions that cannot be foreseen. Besides, the 
country, he considers, badly needs the reduced volume of 
imports that is at present obtainable in exchange for our 
exports, but this proposal would still further reduce it by 
raising the prices of imports. To raise the exchange rate 
for the benefit of one section of the community at the 
expense of the rest would establish a precedent which might 
later lead to similar demands from other sections, with 
disastrous results in so far as confidence in the currency is 
concerned. The depreciation of our securities in London, 
too, which naturally follows a normal rise in the exchange 
tate, would be greatly increased by an intentional deprecia- 
tion of the currency, and this would prevent fresh borrow- 
ing abroad and embarrass us in dealing with maturing 
obligations. Finally, says Mr. Park, 
Whatever the exchange rate may be for the time being, any change 


t the currency laws should be considered only when sterling 1S 
‘gain gn a permanent basis and general economic stabilisation at 
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sdme level has actually been reached i 
som a nthe D 
is linked with Great Britain by strong uaa 
debt, and it would be inadvisable to make 
in the basis of New Zealand currenc 
matter with the British authorities. 


iat New Zealand 
iment, trade and 


any permanent 
y without ful] discvssion et 
e 


It was generally ex 
; pected that the Go ; 
had hesitated for so 1 oe DCO TLIC 
a tor so long, would, in view of the re ae 
the Economic Committee, finally come down in ie 
0 


a high exchange rate. i : 
g g It came to the Opposite decision 


on March 11. In reply to a question in the House, M 
Downie Stewart pointed out that, in any event a 
apart from the failure of interested parties in the Doade 
to agree, it would be necessary to obtain the concurrence | 
of London interests which had incurred obligations on the ` i 
Dominion’s behalf on the faith of the arrangements made 
in New Zealand to meet the overseas emergency. 


In recent times (continued the Minister of Finance) many Govern- 
ments have found it necessary to take control of the exchanges in 
much the same way as the New Zealand Government found it 
necessary to create the exchange pool owing to a sudden emergency 
arising in the London money market. 'The pool was created not 
for the purpose of keeping down the exchange rate, but as a pre- 
cautionary measure to see that adequate funds could be purchased 
for government requirements, and that all exchange credits were 
conserved and used in the best interests of the Dominion of New 
Zealand. In a national emergency of this nature, national require- 
ments must take precedence over private or sectional interests, F 
some measures of restriction on individual freedom must inevitably 
be accepted in the public welfare. f ) “alt 

Conditions in the London money market are improving es a 
and if the present favourable tendency continues the Core 
may in due course find it possible to get some relief from the Ber 
conditions which rendered necessary the formation of the S 
pool. In this event, a reconsideration of the eee = “Gait 
imposed in New Zealand will be possible, and I oe as Tonger than 
member that the regulations will not be maintaine AOT R 
is necessary to ensure government requirements ee not pro pose 

In conclusion, I may say that the Coe oe n 
to interfere with the rate of exchange, and MRES a regulations 
not consider it advisable to make any alterations 10 z 
for effecting a pooling of the exchange resources. 
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This decision came as a great relief both to the nerves 
trader whose enterprise has been checked for two long 
months of suspense, and to -the taxpayer who, though 
unable to Answer the expert’s academic arguments, knows 
that inflation is easier to start than to stop or to limit 
and that this kind of appetite has been accustomed to 
“grow by what it feeds on.” There is even some small 
comfort for the farmer in the Finance Minister’s sanguine 
view of the London money market, and his assurance that 
the restrictions will not be retained any longer than the 
necessities of the Government require. Special congratula- 
tionsare due to the Minister, who is himself an economist of 
high standing, though he has not learnt, assome of our econo- 
mists have—apparently under Australian inspiration—to 
talk lightly of budget deficits, under such abnormal con- 
ditions, as not necessarily being a sign of unsound finance, 
and of the possibility of dealing with them by means of 
Treasury bills. A contrary decision might have compelled 
him, according to Mr. Park’s estimate, to raise an extra 
{1,500,000 in the first year of a high exchange, and an 
extra £3,500,000 in the second, 


ILII. Tue Orrawa CONFERENCE 


UT there is another capacity in which Mr. Downie 

Stewart has equally good cause to be pleased with the 
decision to which he has guided his colleagues. The 
Ottawa Conference is approaching, and it is improbable 
thatthe heavy responsibilities of his two senior colleagues, 
Mr. Forbes and Mr. Coates, will allow either of them to 
leave New Zealand. But Mr. Stewart holds the two 
Portfolios, Finance and Customs, which are most intimately 
lated to the work of an economic conference, and it is 
therefore likely that he will represent New Zealand. For 
staunch an imperialist, it would have been a bitter blow 
ithe had had to go to Ottawa, on behalf of a aie 

5 
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whith has hitherto prided itself on its im 
negotiate imperial preference with his ha 
exchange rate, representing: an undiscrim 
reducible addition of 25 per cent. to our tariff o 
imports, British and foreign alike. Such an acon 
would. have hit Great Britain, our best friend and E 
tomer, the hardest of all. a 

Even without the crushing handicap of a high exchange 
rate, New Zealand’s position at Ottawa will not be an easy 
one. We all see that the substantial preference which 
Great Britain now offers under her new tariff calls for sub- 
stantial reciprocity instead of a mere raising of duties 
against the foreigner, a step which costs nothing. When 
we were prosperous and Great Britain had no tariff favours 
to offer, nobody gave the matter a serious thought ; but 
to-day, with every industry here depressed and our leaders 
anxious and distraught, it is almost impossible to over- 
rate the importance of the offer which Great Britain has 
made. A time when everybody, willy-nilly, has sacrificed 
so much is a bad time to ask for more sacrifices. The 
problem is, however, not quite so simple as that. In this 
case, one particular class or industry will be asked to make 
a sacrifice for the benefit of another class or industry, 
and, unfortunately, this antagonism of interests will ily 
substantially the line of cleavage that divided town an 
country on the exchange issue. 

So A however, Te cannot be said to have ba a 
cleavage at all, for no leader or organisation of z n 
has started an agitation or propounded a policy, Ea ich 
principle that it is better to receive ne oe ae 
spasmodic references as have been made to Sere 
welcome England’s offer without, however, ete 
suggestion of the form, if any, that our o P 
return should take. The only importa ANES 
reference to the subject was the Prime NE of the 
-ment on February 25 that a specie N r. Downie 
‘Cabinet, consisting of himself, Mr. Coates, 
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The Special Session er 
Stewart and Mr. Masters, had been appointed to prega a 


for the Cabinet’s approval a policy which could be 
forward on behalf of New Zealand at Ottawa, p 


4 
l The Chambers of Commerce 
n f Farmers Union, the various control boards and many other bodies ad 
3 as well as members of the public, will (he promised) be invited to 

make any representations or suggestions that may occur to them 

and the fullest possible consideration will be given to every aspect of 


, thNManufacturers Association, the 


e the problems to be solved. 
y 5 . . 
h It is obviously a wise course to consult the bodies repre- ae 


3 senting the interests specially concerned in the most 
' comprehensive manner, but as few, if any, of these interests 
ù have given any precise attention to the matter, a fairly 

y definite lead will be needed if definite results are to be 


t Y obtained. Publicly, at any rate, no such lead has yet been 
s Ì given by the Government. 


d IV. Tue SpreciaL Szssion 

€ 

is HE first session of the twenty-fourth Parliament of 
e New Zealand was opened by the Governor-General 
y | on February 23. In the ordinary course Parliament, which 
W was elected in December, would not have met till the 
d , last week in June, but, as Lord Bledisloe pointed out in his 


speech from the throne, “the abnormal financial and 


y ; €conomic position of the Dominion ” had made it desirable 

@  -© summon this special session. Like the National Govern- 

Q ment of Great Britain, our Coalition Government had asked 

h thelectors for a free hand and got it. 

zt _ At the general election (said His Excellency) my Government, in 

st inviting an expression of the country’s confidence, appealed for 

n Unfettered authority in the existing emergency to adopt such 

al Measures for meeting it as circumstances might from time to tıme 

s appear to justify. i 
3 lt was known that a National Expenditure Commission i 
j 2 
Jê ; 


and the Economic Committee were still helping to shape 
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a New Zealand 
some of the most important of these measur 
the speech from the throne had to say on a 
that the Mortgagors Relief Act required ae 
that Bills would be introduced to improve t 
unemployment relief and to‘amend the s 
conciliation and arbitration. 

The general attitude of the Government towards th, 
system of industrial conciliation and arbitration had = : 
announced by the Minister of Finance to the late Parapet 
in the Supplementary Financial Statement, to which 
reference has already been made. 


but all that 
subject Was 
ndment, and 
he Thethod of 
ystem of industria] 


The bearing (he said) of the operations of the Arbitration Court 
on the farmers’ costs, unemployment and the industrial situation in 
general has received the careful consideration of the Government. 
It is considered that many conditions and restrictions now in 
operation in many of the Arbitration Court awards seriously mili- 
tate against the employment of our people. The economic con- 
ditions now existing demand more flexibility. For the purpose 
of making it possible for employers and employees to arrive at agree- 
ments that will enable costs to be reduced, and at the same time 
allow for maximum employment and the fullest development of our 
industries, it is proposed to amend the Act mainly on the lines sug- 
gested by the 1928 Industrial Conference,* the chief feature of 
which is known as compulsory conciliation and voluntary arbitration. 


Although the text of the Bill} had not been circulated, the 
Labour party blocked the motion for its introduction by a 
prolonged “stonewall”? stand on February 26 and 27, 
which compelled the House to sit on Saturday, and to 
renew the closure resolution which had been tried last 
year and allowed to lapse. Unreasoning obstruction of 
this kind was bound to lessen the force of ae 
against the Bill when it made its appearance, but T 
did appear it was found to provide plenty of mater 

icism. ; 
T When the measure was first brought before roura 
it contained a clause authorising the Minister to €x 


1928, pp- 887-9: 


* Sze Tue Rounp Taste, No. 72, September Amendment Bill- 


t The Industrial Conciliation and Arbitration 
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classes of persons from the Operation of the Act by Orgar- aah 
jn-Council. It is true that certain industries, especially 
farming, have a reasonable claim to be exempt, but the 
relief should come from Pa lament without the inter- 
vention of ministerial discretiot™ which “might obviously 
destroy the whole system, and it is a matter for satisfaction 

| that the clause was withdrawn when the Bill went into 
committee. Another provision which js regarded as too 
sweeping is that which permits either side to prevent an 
appeal to the Arbitration Court from a finding of the 
Conciliation Council. The second reading of the Bill was 
moved on March 10 by the Minister of Labour (Mr. A. 
Hamilton), in a speech which, in spite of persistent inter- 
ruptions from Labour members, made a good impression. 
. \ But more serious, from the Government point of view, than 
. \ the inevitable hostility of Labour were the strong objec- 
tions taken to some of the provisions of the Bill by 
several Government supporters, one of whom, Mr. 
f Connelly, had told the electors that he would not stand 
for the abolition of the Arbitration Court or stand by and 
7 see it made an empty shell. When the second reading 
of the Bill was carried with the aid of the closure on 
March 15 by 4I votes to 29, the minority included 


5 fve Government supporters, of whom two were ex- 
a | Ministers, 

i, | The most startling evidence up to date of the economies 
o | forced upon the Government by the closing of the loan 


-Market was the statement of Mr. Coates, the Minister of | 
Public Works, on March 1. | 

Apart from the separate funds for the construction of 
main highways, the amount of borrowed money available 
for the Public Works Department in 1931-32 was five and : 
} @ half million pounds. The first estimates of the depart- A 
ment for the coming year were being framed, the Minister 
plained, on the assumption that {2,800,000 would be 
WVailable, but the basis had been reduced by the closing of 
the loan market to £1,234,000. A reduction at fs single 

s 9 
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Pate 
eee of £4,308,000, representing 75 
yea®S expenditure, came rather like an avalanch 
there was no choice, “ The country,” said M o but 
ce sa ic oa 
must face the facts ’—whjth Labour, not for th AS 
time, showed itself unwilling to do. ma 


Per cent. of ae 


It had long been a complaint against the Public 
Department that it was overstaffed, but Mr 
informed the House that in the first two months 
year no fewer than 340 officers had been dismissed, reducin 
the cost of supervision by £81,000, or about 20 per ait 
If the 12,000 workers in the department’s employ had peen 


reduced by 75 per cent., like its capital expenditure, it 
would have meant 9,000 dismissals. 


Works 
Coates 
of the 


Rather than adopt the method of wholesale reduction by dispens- 
ing with so many (said Mr. Coates) it is felt that, in all the circum- 
stances, and to prevent undue distress, the better course would be 
to employ as many men as possible, and in order that this policy may 
be followed it is proposed to turn the whole of the public works 
undertaking on to a- purely relief labour basis until such time as 
conditions improve. 


Thus Mr. Coates’s two onerous responsibilities—public 
works and unemployment—may be said to have almost 
merged into one another. They might both be combined 
in a single relief works department until the loan market 
opens again. ; 

The first report of the National Expenditure Com- | 
mission was laid on the table of the House of Representa» 
tives on March 11, and, whatever else may be said about z 
it must be admitted that it is a prompt, SOENE T 
drastic piece of work. The Commission was Do 
January 27 to investigate the administration of t T ee 
service with a view to effecting economies, and it 5 ae 

interi hich recommends imme 
presented an interim report w eS ie app 
economies amounting to £2,916,000. 4s nine ito 
tions for the year came to £24,628,000, ee ene cance 
“mended represent about 12 per cent. of that: G 


690 


- 


-CC-0. In Public Domain. Gurukul Kangri Collectiof, Haridwar - ¢ 


Digitized by Arya Samaj Foundation Chennai and eGan 


The Special Session hae 
the economies are to be increased in subse 
the investigations are not yet complete.* 

The broad grounds on which they arrived at the con- 
clusion that severe retrenchnent was the-only alternative 
to default are stated by the Commission in the following “3 
passage : 


[> 
~ n 


mie): 
quent years, gnd 


It seems necessary (they say) to refer to the very serious decline in 
the national income and to the far-reaching effect of this reduction 
The economic problems of New Zealand to-day are but a reflex Gf ` 
world-wide conditions, although in the case of New Zealand the pan 
effect is particularly severe, in that prices of primary products have 
fallen to a greater extent than prices of manufactured goods. The 
latest statistics available indicate that national production has fallen 
byapproximately 30 per cent. as compared with the value in 1928-29, 
which may be regarded as the “ peak year.” In that year the value 
of production is given as [125,300,000 ; in 1929-30 a reduction of 
£7,000,000 occurred ; while for 1930-31 production fell to approxi- 
mately £98,000,000, or a decrease of approximately £27,000,000, 
It is estimated that for 1931-32 a further fall of £8,000,000 will be 
disclosed, bringing the value down to approximately {90,000,000. 
In other words, the Dominion has to accommodate itself to a fall 
in a period of four years of £35,000,000 in the value of production. 


Among the more important of the Commission’s recom- 
mendations are the following :—A ro per cent. cut in public 
service salaries and wages, which suffered a similar cut 
last April; a reduction in interest and rent proportionate 
to the reductions in salaries and wages; a reduction in 
the number of members of Parliament ; a reduction in the 
cost of pensions, excluding war pensions ; the abolition of 
the main highways revenue fund and capital account ; the 
abolition of education boards, the control of the existing 
system to be vested in a central advisory board, and other 

| Severe economies; a suggested conversion loan, to- 
gether, with additional stamp duties, in order to reduce 


s Speaking in the House of Representatives on April 29, Mr. Stewart 
uld that national expenditure had been reduced by £5,949,000 in three 
tars, and that a further reduction of £4,390,000 was in sight for the 
‘trrent year. Nevertheless, the year was expected to close with a 


&ficit of £2,000,000. 
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inéşrhal debt charges ; and closer scrutiny of pe 
apæœ®priations by Parliament. The Nation TManent 


~ red, b P on a 


self-supporting Rasis. Famjey allowances should p 
ished, and widespheal cuts made in general admini x abol- 

The recommendations in the list relating to pe a 
and pensions are, of course, highly controversial Tan 
year Mr. Forbes in his budget speech referred fe P 
£3,355,000 spent on education in 1930-31 as excessive a 
warned the House that the time had come to economise 
But the Commission’s economies amount to £370,000— 
rather more than 10 per cent.—and many of them will be 
strongly resisted. ‘The proposal to reduce pensions is also 
unpopular, but an expenditure of £3,000,000 on pensions 
out of a revenue of less than {25,000,000 could not be 
-justified even if there were no slump. The Commission’s 
figures show how rapid the growth of expenditure has been, 
though the change in the value of money robs the first 
item of its value for the purpose of comparison. The 
figures are as follows: 


1914-15, £584,849; 1920-21 (which included war pensions), 
£3,039,233; 1926-27, {2,672,111 ; 1928-29, £2,866,584; 1930-31, 
£3,068,213 ; 1931-32, £3,220,260. Statistics (the Commission 
point out) show that over the last two or three years there has 
been a marked fall in the cost of living, and on this ground alone 
some reduction in the rate of all classes of pensions is justified. 

... The alterations recommended gov effect a ae a 
25, and this will reduce the total expenditure on pension, 
ae a approximately £2,700,000. From the evidence an 
it is clear that pension claims must increase, and that it PE me 
not be long before the total expenditure will again reach the huge 
of £3,000,000. 


New Zealand. 
March 20, 1932. 
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